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A night alarm in 


the late fifties 


Ounces of Prevention 
Tons of Saving 


ENJAMIN FRANKLIN, in his famous “Poor 

Richard” proverb, underestimated the value 

of “an ounce of prevention.” When it happens to 

be an ounce of fire prevention, such an ounce is 

worth not only “a pound of cure” but a great 
many pounds of property owners’ dollars. 


Here is the way it works. When 
a group of property owners, insured 
in a mutual fire insurance corpora- 
tion, exercise care to prevent fire, 
the reduced fire losses benefit every 
policyholder directly. 

And the reason for this is that the 
saving effected by a mutual com- 
pany is passed on to the policy- 
holders, in annual dividends. 


FEDERATION OF 
INSURANCE a” 


ce 


—T 


of dollars. 


An Unparalleled Record 


75 leading, legal reserve companies under State 
supervision constitute the Federation of Mutual 
Fire Insurance Companies. The oldest Federa- 
tion company was founded in 1752. Five others 
are more than 100 years old. 


Of the remaining companies— 
9 are between 75 and 100 years old 
10 are between 50 and 75 years old 
30 are between 25 and 50 years old 
20 are between 10 and 25 years old 


The Federation companies are protecting prop- 
erty to the extent of six billion dollars — have 
assets in excess of ninety million dollars — have 
returned to policyholders savings of more than 
one Senden and thirty millions of dollars. 


A mutual company is owned by its policy- 
holders and operated for their good exclusively. 
The dividend savings received each year by 
mutual fire policyholders run into many millions 


To the individual property owner it means a 


saving of 20% or more on the cost 
of his fire insurance. 

The mutual plan of fire insur- 
ance, and it is the oldest plan in 
operation, is outlined and explained 
in an interesting booklet, available 
on request. Address Mutual Fire 
Insurance, Room 2205-F, 180 
North Michigan Avenue, Chicago, 
Illinois. 


Fire Srsurance 


MUTUAL 
COMPANIES 


FIRE 
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DEPRESSION PROOF 


The MILL MUTUALS are 
Stronger than Ever Before 








Western Millers Mutual Fire Insurance Co Kansas City, Mo. 
Ohio Millers Mutual Insurance.Co.......................... Van Wert, Ohio 
Michigan Millers Mutual Fire Insurance Co Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co Des Moines, Iowa 
Millers Mutual Fire Insurance Co Harrisburg, Pa. 
Millers Mutual Fire Insurance Co Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co......_ Indianapolis, Ind. 
Millers National Insurance Co Chicago, Il. 





Mutual Fire Prevention Bureau 
230 East Ohio St. 
Chicago, Illinois 

(Operated by the Mill Mutuals) 
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“We Live Up to the Brag” 


ee eee 


Now of course we know . . . . nice people don’t brag . . . . and 


we haven’t really bragged . . . . tho’ some folks accuse us of it. 


When we tell you that our “16-cylinder” Preferred Automo- 
bile Policy is the most complete policy you can buy ... . both as 


to protection and service .... it is a fact... . not a boast. 


Do you know of any other auto policy which includes in its 
coverage ... . $2500.00 Personal Accident Insurance on the driver- 
owner? .... Do you know of any other that pays up to 10 weeks 


total disability. 


Do you know of any other policy that has every worth-while 
club feature written into it? .... with no initiation fee .... no 


dues .... no assessments asked for? 


Do you know of any other Emergency Road Service that is 
good anywhere in U. S. or Canada... . free from red tape and not 


limited to restricted areas? 


Well then .... is that brag? . . . . Not when we live up to 


it.... it isn’t. 


MICHIGAN 
LIABILITY 


MUTUAL 
COMPANY 








Resources Dividends 
More Than Q WSO, More Than 
$5,000,000.00 — 5 $3,250.000.00 
President 
District Offices (General Service) Branch Offices (Automobile Only) 
Grand Rapids Lansing Flint Port Huron Tonia 
Saginaw Kalamazoo Mt. Clemens Benton Harbor Pontiac 
Jackson Marquette Battle Creek — Owosso 
Alpena 


Home Offices—1209 Washington Boulevard at State Street—Detroit—Cherry 4800 
Industrial Hospital—2730 E. Jefferson Ave.—Detroit 


Workmen’s Compensation, Automobile, Group Health and Accident and 
Other Casualty Lines 
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“And Busily All the Night 
Had Heaped the Field and the Highway 
With a Silence Deep and White.” 


LOWELL. 
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The Insurance Commissioner 


His Influence On the Business of Insurance with Special Reference to the 
Stablizing Effect of His Office 


CARPENTER told William 
James, the famous philosopher 
and psychologist, that the dif- 

ferences between one man and another 
were not very great, but they counted 
an awful lot. The same might be 
one’s reply to the question, what dif- 
ference would it make if there were 
no insurance commissioner? The in- 
surance business would be carried 
on, by many insurance carriers, in 
much the same way in which it is 
carried on now. Yet there would be 


differences, and these differences 
would count a lot. 
Lawyers, like other specialists, 


have been prone to exaggerate their 
specialty. A generation or so ago, 
when enthusiastic surgeons were 
eager to remove the appendix from 
every human body, lawyers were as- 
serting that the law was the main- 
spring of all moral conduct. A few 
policemen maintain order, morality 
and decency in a large urban popula- 
tion. The law is a miraculous in- 
vention ! 
DOOo> 

ODAY the conception is gaining 

ground that law is only one means 
of control over human conduct; that 
other agencies of control are no less 
important and effective in securing 
obedience to the standards of conduct 
which the whole community, or some 
group in it, approve. The moral ideas 


of the man in the street are turned: 


into varieties of more or less effective 
pressure, sometimes exerted through 
legal agencies (e. g. jury’s verdicts in 





By EDWIN W. PATTERSON 
Professor of Law, Columbia University 


suits against insurance carriers) and 
sometimes by other means (e. g. re- 
fusal to deal with a carrier which has 
declined payment on grounds deemed 
morally unjustifiable). 


The point to be made here is that 
the ideas of the layman about insur- 
ance do not penetrate into the pro- 


fessional aspects of the subject. In- 
surance experts may properly be 
called professional men, Their pro- 


fessional morals, their professional 
techniques and skills}“and the pride 
which they take in technical achieve- 
ments, account, more than do legal 
rules, or popular morals, for the way 
in which the business is done. If this 
sounds far-fetched, let the reader 
single out any one of the great life 
insurance or fire insurance carriers, 
and ask himself if the officials of that 
company would cease maintaining 
adequate reserves, or employing 
honest methods of advertising and 
salesmanship, if all the laws which 
the insurance commissioner enforces 
were repealed? One might even con- 
jecture that the insurance business 
today would be conducted in substan- 
tially the same way even if such regu- 
latory legislation had never been en- 
acted; but that is a far more hazard- 
ous guess. 


AS 

HERE does law come into the 
picture? Specifically, where does 

the insurance commissioner come in? 


One may assume that many insurance 
carriers would do business “as usual,” 
apart from legal regulations, only if 
one also assumes that their competi- 
tors would let them. Here is the 
crux of the matter. Bad money tends 
to drive out good money, say the 
economists. To some extent the 
same is true of bad insurance, for bad 
insurance is likely to be insurance 
which promises large benefits for 
small premiums. In some lines bad 
insurance is likely to be suppressed 
by the intelligence of the insured, 
(e. g. marine insurance). In the 
popular lines of insurance, the more 
expensive sound insurance has an up- 
hill fight against cheap unsound in- 
surance. By suppressing the latter 
the insurance commissioner makes it 
possible to conduct a sound business 
in accordance with professional 
ideals. The commissioner stands at 
the gateway of the playing field to 
exclude those who will not play the 
game in accordance with the rules. 


The insurance commissioner per- 
forms his greatest service in exclud- 
ing the “lunatic fringe” of incompe- 
tent or fly-by-night insurers who, if 
allowed to flourish unchecked, would 
throw the insurance business into 
confusion and lead all butthe staunch- 
est insurers to meet competition by 
lowering their standards. When the 
Boston police struck in 1919, only the 
hoodlums took advantage of the situ- 
ation ; yet they threw the whole com- 
munity into confusion. 





Officers of the National Convention of Insurance Commissioners 


JESS G. READ CLARENCE C. WYSONG A, S. CALDWELL 
Of Oklahoma Of Indiana Of Tennessee 
FIRST VICE-PRESIDENT PRESIDENT SECRETARY-TREASURER 





CLARE A, LEE 
Of Oregon 
SECOND VICE-PRESIDENT 


HE insurance commissioner’s 

control touches insurance enter- 
prises at three stages:—When they 
are launched, while they are doing 
business, or after they become in- 
solvent. To be effective in excluding 
the dishonest or the incompetent, he 
must have broad powers and must 
exercise careful scrutiny before ap- 





T. M. BALDWIN 
Of the Dist. of Columbia 


proving the formation, or original 
licensing, of an insurance carrier. 
He should be able to nip the unsound 
enterprise in the bud. While re- 
fusals of licenses are not numerous, 
no one can tell how often the very 
existence of a licensing requirement 
scares off the “get-rich-quick” pro- 
moters. Legislatures have been gen- 
erous in giving the official broad dis- 
cretion; witness the New York stat- 


MERTON L. BROWN 
Of Massachusetts 





ute which empowers him to refuse or 
revoke a company license “whenever 
in (his) judgment it will best 
promote the interests of the people in 
this state.” Courts have not been 
captious in restraining him where 


THOMAS F, BEHAN M. E. 
Of New York 
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simulation of assets or other trickery 
was suspected. Every state insurance 
department should have a sufficient 
staff of experts to investigate thor- 
oughly all domestic applicants for 
charters or licenses. 

The examination of established 
companies or other carriers is a 
greater burden, which falls most 


heavily on the more populous states, 
particularly the eastern states, New 
York, Massachusetts and Connecti- 
cut. Were it not for the work done 
by the well-manned insurance depart- 
ments of the principal home-office 
states, the regulation of the larger 
insurance carriers would be perfunc- 
tory. Since the examination of the 
larger carriers involves the heaviest 
expense, and since they are least 





ROBERT C. CLARK J. W. DE WEESE 
Of Vermont 


Of Texas 


likely to need watching, why should 
they not be exempted from regula- 
tion? The suggestion is plausible but 
unsound. To draw the precise line of 
exemption would be one difficulty. 
Furthermore, even if one could pre- 


BRISTOW 
Of Virginia 








dict that a certain insurance company 
under its present management would 
need no regulation, one cannot pre- 
dict when the management will 
change for the worse. Finally one 
may cite the recent movement to re- 
strict acquisition costs as an illustra- 
tion of the insurance commissioner’s 
tendency to curb the predatory tactics 





GARFIELD W. BROWN 
Of Minnesota 


of the larger carriers in outbidding 
the smaller ones for business. The 
insurance commissioner is not merely 
a gate-keeper; he is also an umpire 
in the competitive game. 
SOS 
HE reader should not be sur- 
prised to discover that the com- 
missioner is also a field surgeon to 
take charge of the injured. If the 
injury has a gruesome result, the 


LLOYD C. DORT 
Of Nebraska 





commissioner is normally the under- 
taker of the insurance carrier. That 
is, he procures the appointment of a 
receiver for the insolvent insurance 
carrier, and is frequently himself the 
receiver who winds up the carrier’s 











‘affairs. Unlike ordinary business 
corporations, insurance “companies” 
cannot be thrown into bankruptcy 
under the Federal bankruptcy act. 
The insurance commissioner follows 
the insurance corporation from the 
cradle to the grave. 

These services of the insurance 
commissioner to the insurance busi- 
ness are not the only ones which he 


HOWARD P. DUNHAM 
Of Connecticut 








renders. Many valuable improve- 
ments in business methods have been 
created under the guidance of insur- 
ance commissioners, if not directly 
by their hands. Three-quarters of a 
century have passed since Elizur 
Wright introduced the cash surren- 
der value requirement into Massa- 
chusetts law despite the hostility of 
many life insurers. Fire underwrit- 





W. B. HARRISON 
Of Georgia 


ers in the fall of 1886 labored fast and 
furiously to draft a standard fire 
policy under the threat that the New 
York Superintendent of Insurance 
would draft a form if they did not. 
The insurance commissioner has done 


H. 0. FISHBACK 
Of Washington 


CHAS. F. HOBBS 
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his best work in wielding the big 
stick to make the carriers co-operate 
for their own best interests. 
sOa> 
ORE recently the commissioners 
have taken their own good ad- 
vice about co-operation. Most of the 


important changes in insurance regu- 
lation in the past generation have 
been worked out by committees of 





the National Convention of Insurance 
Commissioners. The shocking dis- 
closures of a committee’s investiga- 
tion into accident and health claim 
adjustments in 1911 led to the enact- 
ment of uniform provisions for acci- 
dent and health policies. The estab- 
lishment of better financial standards 
for fraternals, the development of 
rating bureaus and the revision of 


SAM B, KING 
Of Kansas 


MILTON A. FREEDY 
Of Wisconsin 


Of South Carolina 
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how long they would have been post- 
poned had not the commissioners 
used official pressure. 

The insurance commissioner thus 
makes a little difference and counts 
a lot. He would count more if he 
stayed on the job longer instead of 
taking a lucrative appointment with 
some private organization. If states 
will not pay more and insurance car- 


HARRY A. HANSON 


Of Illinois 





riers will not pay less, the ablest com- 
missioners are likely to be transients 
in office. If one must be resigned to 
this evil, there is comfort in the 
thought that even the ex-commission- 
ers, in their new positions, will exert 
a more enlightened influence upon 
the insurance business because of 
having represented the interests of 
the insuring public. 








the standard fire policy, are other 
achievements of convention commit- 
tees. Any one of these achievements 
might have been brought about by 
voluntary co-operation between in- 


surance carriers. No one can tell 








EDGAR C, LAWSON 
Of West Virginia 


EpitoRIAL Note: /t is a pleasure to 
be able to print the pictures of so 
many of the present Insurance Com- 
missioners. The few photographs 
missing had not been received up to 
the time of going to press. 





An Interview with 
Hon. Clarence C. Wysong 


President of the National Convention 
of Insurance Commissioners 
T is characteristic of America that 
the President of the National Con- 
vention of Insurance Commission- 
ers should come from a city like In- 
dianapolis—typifying as it does both 


DON LEWIS 
Of South Dakota 





the small town and the metropolitan 
community. There are not many cities 
similar to this capital of the Hoosier 
State as it has the rural and the big 
city atmosphere so perfectly blended 
that one cannot tell where one stops 
and the other begins. The great circle 
which sweeps around the towering 
Soldiers’ Monument in the center of 
the town is comparable in idea to the 
court house square of any place that 
has grown up at a provincial cross- 
roads, but the buildings which house 
the modern stores and smart shops 
have the big city air, some of them 
even being so: high as to lend them- 
selves to the set-back form of sky- 
scraper architecture innovated in the 
past ten years in Chicago and New 
York. 

The people have the friendliness 
and helpfpul spirit of the slower mov- 
ing rural places, but motor cars pro- 
ceed at an up-to-date speed, business 
is brisk, and if you talk much to the 
inhabitants one finds that they have 
ideas of culture and commerce com- 
parable to the nation’s best. Indian- 
apolis has, it would seem, the elements 
to make it a nearly perfect cross- 
section of the public of the United 
States. 


« Ky ng 


ERE in the statehouse, an im- 
pressive building, redolent of 
old archives and embellished with 
statues of the state’s heroes, is C. C. 
Wysong, Commissioner of Insurance 


C. D. LIVINGSTON 
Of Michigan 
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for Indiana and President of the Na- 
tional Convention of Insurance Com- 
missioners. Sitting behind a solid and 
efficiently kept desk he greets the vis- 
itor with a brief smile and a direct 
gaze from inquiring blue eyes. “I’ve 
been in this office for about four 
years,” he said, in answer to our 
query; “a long time as Commission- 








er’s terms go. It may seem strange 
that this four years should make me 
among the oldest in point of service 
among all its insurance commission- 
ers. The turn-over in the field of 
Commissioners is for many reasons 
very rapid and undoubtedly is one of 
the tragedies of our political system. 
Even if the Commissioner survives 
the state campaigns, he is soon con- 
fronted with the very practical fact 
that the salary attached to the office 
is pitiably small and sooner or later 
he feels obliged to retire in order to 
make better provision for his family. 

“In view of this handicap it is re- 
markable to note the high type of 
men who accept the appointment as 
Commissioner. Discounting my own 
part in this field I can safely say that 
almost without exception every one 
of the Commissioners I have known 
in my years of association with the 
fraternity, have been and are men of 
high integrity, sterling honesty, of 
exceptional efficiency, and have mo- 
tives single to the interests of the 
people they serve. 

“This is emphasized by the success 
of the National Convention. When 
one considers that in order for this 
body to accomplish results it is neces- 
sary for the needs and desires of 
forty-eight different states to be har- 
monized, it is a great tribute to the 
Commissioners that they have worked 
together in such close cooperation. 


“The Convention exists to bring 


BEN S. LOWRY 


Of Mississippi 





about uniformity in all insurance af- 
fairs. Its value can be judged by cit- 
ing one or two of the services it has 
rendered. Realization that many com- 
panies operate outside of their own 
states, the Commissioners have agreed 
on a uniform blank for the filing of 
statistics and other information when 
called for. Otherwise, the burdens of 


E, FORREST MITCHELL 
Of California 





making such reports in forty-eight 
different ways would be almost an 
impossibility for companies to bear. 
The Convention has agreed also on 
a standard system of examination of 
companies whereby in general an 
audit by the state most conveniently 
situated to examine any company is 
accepted by the other states. It is at 
once apparent that this measure pre- 
vents a vast amount of inconvenience 
to companies which would otherwise 
be swamped with examiners. 
See 

HESE are only two of the ad- 

vantages of the routine work of 
the Convention. There are, of course, 
many others of like importance. But 
what the public sees most and is more 
vitally interested in is the proceedings 
of the actual meetings of the body. 
Continually, there are problems which 
must be solved affecting both the 
commissioners and the public. We 
call in the most expert testimony 
available, and as a rule when we have 
finished our inquiry into a subject the 
matter has been thoroughly consid- 
ered. 

“For the purpose of indicating the 
scope of the convention’s work, the 
following, quoted from an address by 
Henry D. Appleton, dealing with the 
original purposes of the convention 
as outlined in 1871, is interesting. 

1. It has recognized and adopted the 
principle that there should be reciprocity 
between the States in insurance legisla- 


tion and uniformity in bureau regulations. 














2. It has caused the adoption of a uni- 
form blank statement by a considerable 
number of states. 

3. It has recommended, with every pros- 
pect of securing its general enforcement 
throughout the United States (with the 
present exception of two or three States, 
the adoption of the same basis, principles 
and system in the valuation of life poli- 
cies. 

4. It has secured the adoption, by nearly 
every State insurance office, of the certifi- 
cates of other State officers as to the 
solvency of insurance companies of all 
kinds. 

5. It has established the principle of a 
deposit of securities by companies only in 
the State wherein they are chartered. 

6. It has secured the passage, wholly 
or in part, of a reciprocal general statute 
in Maryland, Minnesota and other States, 
with the reports of the delegates from 
Alabama, Arkansas, Indiana, Iowa, Ken- 
tucky, Maine, Michigan, Mississippi, Mis- 
souri, Nebraska, North Carolina, Rhode 
Island and Wisconsin of progress made 
by the bill in one or both branches of their 
respectie Legislatures and in most cases 
the strong probability of its passing at the 
coming sessions, in case the work of the 
Convention is continued. 

7. It has taken the preliminary steps 
toward organizing a joint commission of 
insurance officials, presidents of compa- 
nies and actuaries, to compile a new United 
States Mortality Table from the experi- 
ence of all of the companies. 





D. C. NEIFERT 

Of Idaho 
Ss several paragraphs* from 
a notable paper by Honorable 
Wesley E. Monk in 1926 serve ad- 
mirably to point out the value of the 
Convention in the interval between. 


If there is a single element which more 
than any other factor can be said to have 
influenced and caused this uniformity and 
similarity, it is the co-operation of the sev- 
eral insurance supervisors as members of 
the National Convention of Insurance 
Commissioners. This organization, unique, 
unlike any other organization known, vol- 
untary in its nature, existing by reason of 
no legal requirement or sanction, acting 
as a single supervising unit through its 
constituent membership, has probably suc- 
ceeded in accomplishing more for the wel- 
fare of not only the great insuring public, 
but also the great insurance organizations 


S. A. OLSNESS 


Of North Dakota 
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than any other single factor. I firmly be- 
lieve that were it not for the fact that in 
1871 this organization of Insurance Com- 
missioners was created and were it not 
for the fact that this organization had 
continued to function down to and includ- 
ing the present tire, either the insurance 
business in this country would be at the 
present moment in a most chaotic and 
hazardous condition, or an entirely differ- 
ent method of furnishing the indemnity 
and protection which is the subject matter 
of all insurance would have been evolved. 
In fact, I believe it can be said without 
much doubt that improper and inequitable 
practices and the ruinous effects of com- 
petition without proper regulation would 
have long ago destroyed the insurance 
business as a private industry. 

What I have said to you indicates what 
co-operation among the insurance super- 
visors has accomplished in the past. There 
is as much necessity for co-operation in 
insurance supervision today as there ever 
was. 

The continuance of this co-operation de- 
pends upon the futureegf this Conven- 
tion. It is now functioning with admirable 
efficiency. Its proceedings are an open 
book. It is independent in its deliberations 
and judicial in its recommedations. If the 
day ever comes when this Convention 
loses its influence, it will be due to the 
fact that it has lost its independence. The 
protection of the insurance business from 
the attacks of the demagogue and the un- 
sound theories of ignorant reformers is 


ED C. PETERSON 
Of Nevada 
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“Just now, we are in the midst of 
a consideration of the acquisition 
costs of all kinds of insurance. Com- 
missioner Livingston of Michigan is 
Chairman of the Committee and has 
just finished another session at the 
Convention held in New York on 
December 9th to 11th. At this same 
time Commissioner Boney’s Commit- 
tee on Investments was heard in a 
report as was Commissioner Brown’s 
group which has been looking into 
matters dealing with Workmen’s 
Compensation Insurance. All the 
matters will be fully reported in the 
proceedings of the Convention which 
will be issued shortly. 


A Pink reaen 


custom which _ has 
grown up during the years is to 
make every past president an honor- 
ary executive of the Convention and 
to consider every past member, an 
honorary member of the body. 

“Considerable stress in the recent 
meeting was laid on the presentation 
of a memorial to Honorable Henry D. 
Appleton, and I want to add my ap- 
preciation of the value of the career 
of this outstanding figure in the in- 
surance world. 








to be found in the continuation of the in- 
fluence of the Convention, which depends 
upon not only the co-operation between 
the supervisors of insurance but upon the 
disinterested co-operation of the compa- 
nies, 


“The public is, of course, invited 
to these meetings, as are representa- 
tives of companies. The attendance 
is always large and as a consequence 
everything is done in the full light of 
publicity. 

*Acknowledgments to Col. Howard P. 
Dunham, from whose speech in 1929 when 
President of the National Convention of 


Insurance Commissioners, these references 
were taken. 











WALTER S. POPE 

Of Texas 

“IT am sure that it is not a preju- 
dice alone which leads me to regard 
insurance as the most important of 
all enterprises. It helps to bear up all 
our commerce and is an absolute es- 
sential for our modern structure of 
credit. 

“The public is becoming educated 
to the idea that insurance is safe and 
sound. This is seen in the enormous 
total invested in both life insurance 
and other types of protection. Insur- 
ance laws while they may seem bur- 
densome in individual instances are 
in the main just and fair, and the In- 
surance Commissioners seek only to 
administer these laws impartially for 
the good of the public.” 
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Meetings of the Convention 
of 
Insurance Commissioners 


Held in New York 
December 9th and 10th 


TTENDED by Commissioners 
from nearly forty states and 
hundreds of representatives 
of companies from every part of the 
country, the National Convention of 
Insurance Commissioners met in New 
York City on December 9th and 10th. 


GEORGE P. PORTER 
Of Montana 











The Convention was, on the suface, 
a quiet gathering given over to the 
handling of much routine business 
and furthering of plans to promote 
the efficient operation of the vast 
enterprise which insurance has grown 
to be. Yet the exceptional interest 
shown in the meeting and the presence 
of so many high officials of various 
companies and organizations, bespoke 
an unusual importance attached to 
these sessions. 

It is doubtful if the mutuals were 
ever previously so well represented in 
numbers at any convention of com- 
missioners. Everywhere one turned 
there was someone well known in 
mutual circles, greeting friends and 
hobnobbing with Commissioners and 
Committeemen in earnest fashion. In- 
deed, if all these mutual people had 
been drawn together in one place a 
good sized mutual convention might 
have been staged with characteristic 
vigor and effectiveness. 


A partial list of mutual representa- 
tives present includes Charles E. 
Hodges, Jr., of the American Mutual 
Liability Insurance Co., James S. 
Kemper of the Lumbermen’s Mutual 
Casualty Co.. P. W. A. Fitzsimmons 
of the Michigan Mutual Liability 


Company, S. Bruce Black with R. A. 





HARRISON RIDER 
Of Maryland 


JouRNAL OF AMERICAN INSURANCE 


Wheeler and John Cronin of the Lib- 
erty Mutual Insurance Co., Burton 
S. Flagg of the Merrimack Mutual 
Fire, J. J. Fitzgerald of the Grain 
Dealers National, D. Ray Higgins of 
the Farmers Mutual Liability of In- 
dianapolis, Harry P. Cooper, secre- 
tary of the National Association of 
Mutual Insurance Companies, C. A. 
L. Purmort of the Central Manufac- 
turers Mutual Insurance Co., Fred 
Wessels of the Atlantic Mutual Fire 
Insurance Co., F. B. Fowler and C. 
Disher of the Indiana Lumbermens 





when seen in retrospect as having 
made considerable history of far- 
reaching kind. Either through inad- 
vertence or design the majority fac- 
tion of the National Council on Com- 
pensation Insurance, had raised an is- 
sue with the Convention as to the 
latter’s authority in matters of super- 
vision over the Council’s acts. It be- 
came evident that if such supervision 
were to function at all it must cer- 
tainly operate in so important a mat- 
ter as making radical changes in the 
constitution of the Council. For it had 


FRANK H. SMITH 








Mutual Fire Ins. Co., Justin Peters 
and H. J. Pelstring of the Pennsyl- 
vania Lumbermens Mutual Fire In- 
surance Co., Harry Stone of the Bos- 
ton Lumbermens Mutual, J. W. 
Buckingham of the Millers Mutual 
Fire Assn. of Alton, Harry F. Gross 
of the Iowa Mutual Tornado Ins. 
Assn., B. Rees Jones of the Town 
Mutual Dwelling House Ins. Assn., 
K. J. Rowe of the Homg Mutuals of 
lowa, John A. Gunn of the Employ- 
ers Mutual Casualty Company, W. B. 
Gasche of the Alliance Co-Operative 
Insurance Co., C. I. Buxton of the 
Minnesota Implement Mutual Fire 
Insurance Co., Thomas G. Mc- 
Cracken of the Retail Hardware Mu- 
tual Fire Insurance Co., Lincoln R. 
Welch of the Fitchburg Mutual Fire 
Insurance Company, Frank B. Tuck- 
er of the Co-Operative Underwriters 
Association, H. M. Richmond of the 
United Mutual Fire Insurance Co., 
H. G. Kemper of the Lumbermens 
Mutual Casualty Company, M. D. L. 
Rhodes and J. H. Edwards of the 
Northwestern Mutual Fire Associa- 
tion. 
DSS 


HE big meetings on the 9th and 
10th and particularly the closing 
session will doubtless be recognized 





JAMES G. SHAW 
Of Delaware 


Of New Jersey 





been proposed among other things to 
modify the council’s structure in a vit- 
al detail, and in fact the modification 
had been passed and to some extent 
put in operation, permitting a series 
of eventual rate changes, which would 
tend to make for miscellaneous dis- 
crimination between similar classes of 
risks or indeed between larger and 
smaller risks of the same class. 

Representatives of the majority 
faction in the Council argued to estab- 
lish the propriety of having adopted 
the amendments without consulting 
the Convention, and were vigorously 
opposed by a speaker for the minor- 
ity. After the Compensation Com- 
mittee had heard both sides of the 
question debated it went into execu- 
tive session from which finally eman- 
ated the following resolution : 

“Whereas, the representative of the Na- 
tional Convention of Insurance Commis- 
sioners upon the National Council on Com- 
pensation Insurance reported to the session 
at Hartford certain proposed amendments 
to the constitution of the said National 
Council, and 

“Whereas, said amendments were duly 
referred to this committee with instructions 
to hear the parties and report tv the pres- 
ent session, and 

“Whereas, it appears that in spite of pro- 
test formally made, the National Council 
voted upon and adopted said amendments 
without reference to a hearing on the same 











‘and action by this convention thereon: 


“Be it resolved: First, that in view of 
the exceptional character of the National 
Council on Compensation Insurance, and 
its establishment by the carriers with the 
approval of this convention, this convention 
is under obligation to secure, so far as it 
may, that the exercise of the powers of 
the National Council shall be without prej- 
udice to the proper interests of minority 
members, the public generally or any lawful 
interest. 


“Second, this convention expresses its 
opinion that neither the council nor carrier 
members ought to take action calculated to 
effect radical changes in the National Coun- 
cil’s constitution or to prejudice its opera- 
tion, without permitting interested parties 
an apportunity to refer the same to this 
convention and obtain hearing before the 
committees of this convention. 


“Third, the convention records its dis- 
approval of the adoption by the National 
Council of any amendments to its consti- 
tution without having first afforded the na- 
tional Convention of Insurance Commis- 
sioners an opportunity to consider the 
same.” 


MATTHEW H. TAGGART 
Of Pennsylvania 








WILBUR D. SPENCER 
Of Maine 


HIS resolution when submitted 

to the entire body of the conven- 
tion drew comment from Commis- 
sioner Howard P. Dunham of Con- 
necticut who urged caution against 
going too far in attempting to control 
outside organizations, and from Com- 
missioner Garfield Brown of Minne- 
sota, Chairman of the Committee, to- 
gether with Commissioner Matthew 
H. Taggert of Pennsylvania who 
both supported the resolution which 
was passed by a viva-voce vote, no 
opposition being recorded. 

It was made plain that the resolu- 
tion was not intended to censure the 
National Council as a whole, but only 
those members who had been influ- 
enced by the National Bureau of 
Casualty and Surety Underwriters to 
vote to adopt the amendments in 
question in the face of the very ap- 
parent desire of the National Con- 
vention of Insurance Commissioners 
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to be consulted before such an im- 
portant step was taken. The Con- 
vention by implication made the point 
emphatic that it intended so far as 
possible to keep a controlling hand on 
any organization which has to do 
with the making of rates, especially 
in lines of insurance practically com- 
pulsory, as is the case in workmen’s 
compensation. 


The Convention’s interest, more- 
over, is not to stop with the passing 
of the resolution, but a sub-commit- 
tee of the Compensation Committee 
has been appointed to consider the 
merits of the offending amendments, 
arguments pro and con on the merits 
having been made at the committee 
session on December 8. A report is 
to be submitted as soon as possible to 
the full committee, who will, in turn, 
report to the next Canvention meet- 


ing. 


Of Texas 


Meantime it is clear that if the 
stock carriers insist on operating un- 
der the amendments they will do so 
in open defiance of the Convention. 

On the first day of the Convention 
nearly the entire session was given 
over to a presentation of a memorial 
to that distinguished veteran of in- 
surance, Henry D. Appleton. The 
appreciation of the efficient work of 
Mr. Appleton by the Commissioners 
was materialized in a bronze tablet 
which bore this inscription : 

IN TRIBUTE TO 
HENRY D, APPLETON 
CLERK 1883-1896 
2ND DEPUTY SUPERINTENDENT 
1897-1908 
Ist DEPUTY SUPERINTENDENT 
1908-1930 
ACTING SUPERINTENDENT 


FEB. 1909-1921 


MEMBER NATIONAL CONVENTION 


W. A. TARVER 
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1897-1930 

CHAIRMAN COMMITTEE ON BLANKS 
1905-1930 


With sincere appreciation of his 
long and devoted service to the cause 
of Insurance and Insurance Super- 
vision, 

Erected by the National Council of 
Insurance Commissioners, 1920. 


The tablet is to be hung in the state 
house at Albany and a replica will be 
given to Mr. Appleton for his desk. 

Col. Joseph Button of Virginia 
made the presentation speech with 
affecting eloquence, and Mr. Apple- 
ton replied with a clarity and vigor 
which belied his age. The entire cere- 
mony was most gracefully handled 
and provided a bright touch in the 
convention’s proceedings. 

The Committee on Investments of 
Insurance Companies made a report 





GEORGE H, THIGPEN 
Of Alabama 


which was referred back to its hands 
after Commissioners Taggert and 
Dunham and W. A. Tarver, Chair- 
man of the Texas Board of Commis- 
sioners opposed its adoption. Spe- 
cifically the report recommended that 
investments in first mortgage loans 
and bonds on improved unencum- 
bered real estate not exceeding fifty 
per cent of the conservative value of 
the property be permitted. The Com- 
missioners in general felt that condi- 
tions being so different in various 
sections of the country, the heads of 
the Insurance Departments in each 
state should be left free to deal with 
the situation as best suited local 
conditions. Further, the burden of 
the objections was that now was an 
inopportune time to construct a stand- 
ard because of the depression at pres- 
ent prevailing. 

The report of the Committee on 
Acquisition Costs recommended that 
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the term “general agent” be used only 
for designating those who appointed 
and supervised agents and not for 
those who were simply entitled to the 
highest rate of commission. But be- 
hind this simple statement was the 
thoroughgoing investigation previ- 
ously made by the Committee, whose 
report, it may be recalled, was printed 
in full in the Journal. Briefly, this re- 
port called attention to high rates of 
commission paid to stock agents and 
brokers and the inequality with which 
these commissions were allotted—the 
whole system resulting in increased 
and often poor service to the 
policyholders. 


cost 


TANDARDIZATION of agents’ 

licenses and applications, through 

the committee dealing with those mat- 

ters was strongly urged, and the Con- 

vention was informed that a model 

form of application would shortly be 
furnished every state. 


JOS. B. THOMPSON 
Of Missouri 





The Committee on Merit Rating 
recommended that further time be 
given companies writing automobile 
liability insurance to formulate and 
present their experience with merit 
rating, it being evident that there was 
a great divergence of opinion on the 
need and practicability of such a plan 

a number of companies reporting 
that they embraced the idea only be- 
cause forced to by competition. 


l‘urther time was given the Com- 
mittee on Laws and Legislation to 
consider the matter of unauthorized 
insurance with special reference to 
three proposed bills whose purpose 
would be to admit companies in states 
to carry on business through the me- 
dium of advertising; to make un- 
authorized insurance a criminal of- 
fense, and to provide for extradition 
of offenders. 


THEODORE TH ULEMEYER 
Of Wyoming 
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Mutual Casualty 
Organizations Have Meetings 


in 
Atlantic City 
ROBLEMS and methods of 
Prrnanagement, public _ relations, 


safeguarding of policy holders’ 
interests and checkmating the at- 
tempts of stock opposition to put the 
mutuals at an unfair advantage were 
the subjects of lively and profitable 
discussion at the Combined Annual 
meetings of the National Association 
of Mutual Casualty Companies and 
the National Association of Automo- 
tive Mutual Insurance Companies, at 
Atlantic City, New Jersey, on Decem- 
ber 4th, 5th and 6th. 

Extended consideration of matters 
of great import, to the mutual casualty 
business, developed a well merited 
feeling of optimism which, despite the 
business depression, looks definitely to 















Cc. S. YOUNGER 
Of Ohio 


J. H. VAUGHN 
Of New Mexico 





a continuation of large success in the 
future. The presidents of the two 
associations respectively, S. Bruce 
Black of the casualty body and C. E. 
Hodges, Jr., of the automotive group, 
while not minimizing the difficulties 
in the way of progress, pointed to 
large achievements of the mutuals 
in the past and foreshadowed larger 
things to come. The tenor of these 
addresses left no doubt that the mu- 
tuals are on the verge of great ex- 
pansion in influence and in business 
written. This coupled with the evi- 
dence shown of increasing high stand- 
ards generally in mutual circles blend- 
ed to make a very bright picture. 


SOL 


F necessity a large number of the 
addresses were of a confidential 
nature, and not suitable for printed 
presentation, but the quality of the 
papers may be judged by the standing 
of the following list of speakers: 


RAY YENTER 
Of Iowa 


W. H. Burhop, Employers Mutual 
Liability Ins. Co.; R. A. Wheeler, 
Liberty Mutual Insurance Company ; 
P. W. A. Fitzsimmons, Michigan 
Mutual Liability Company; John L. 
Train, Utica Mutual Insurance Com- 
pany; Chas. E. Hodges, Jr., Ameri- 
can Mutual Liability Ins. Company ; 
John H. Brogan, Exchange Mutual 
Indemnity Insurance Company ; Wal- 
ter FE. Otto, Michigan Mutual Lia- 
bility Company; G. L. Mallery, 
Security Mutual Casualty Company ; 
Dudley M. Holman, U. S. Mutual 
Liability Insurance Company and 
Owen Bb. Augspurger, Merchants 
Mutual Casualty Company. 


It will be our pleasure to publish 
from time to time several of the pa- 
pers which had news value from a 
public standpoint. Among these is the 
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CAN YOU FIND THE MUTUAL DELEGATES IN THIS PICTURE OF A TYPICAL CROWD ALONG THE FAMOUS BOARDWALK ATLANTIC CITY? 


address on “What Progress Are We 
Making in Accident Prevention?” by 
P. W. A. Fitzsimmons, President of 
the Michigan Mutual Liability Com- 
pany, which appears on other pages 
of issue of the Journal. The address 
by Mr. Hodges is quoted below. The 
paper by Mr. Black was delivered in 
executive session and thus is not 
available for publication here. 

Casualty Association officers elected 
were: Sam S. Brewer, President; 
H. J. Hagge, 1st Vice-Pres.; Chas. 
E. Hodges, Jr., 2nd Vice-Pres., and 
James S. Kemper, 3rd Vice-Pres. 
Those elected to the Automotive As- 
sociation offices were: C. A. L. Pur- 
mort, President; Owen B. Augspur- 
ger, Vice-Pres., and J. J. Fitzgerald, 
2nd Vice-Pres. 

OO 


FEATURE of the meetings was 

the banquet held at the Hotel 
Traymore on the evening of the sixth. 
Many distinguished personages from 
outside of mutual circles attended. 
Of major importance was an address 
by Hon. James M. Beck, former so- 
licitor general of the United States, 
and present Representative from 
Pennsylvania. He traced the develop- 
ment of the constitution of the United 
States ; and called emphatic attention 
to the changes in our fundamental law 
which recent world upheavals and na- 
tional events have brought about. His 
thoughtful and scholarly address was 
listened to with extreme interest. An- 


other speaker was James Schermer- 
horn of Detroit, whose wit and sound 
common sense topped off the banquet 
with a feast of good humor. 
DOD 
Address of Charles E. Hodges, Jr., Re- 
tiring President of the _ National 
Association of Automotive Insurance 
Companies at the Recent Convention in 
Atlantic City 

After discussing the difficulties 
which have beset automobile liability 
insurance during the past few years, 
and the relative success which the 
mutuals have had in making a good 
showing even though the business 
generally is confronted with a declin- 
ing underwriting profit, Mr. Hodges’ 
address continued to give a resume 
of various aspects of the insurance 
situation. Excerpts from the text of 
his speech follow : 

“This situation becomes of even 
more importance when it is realized 
that the mutual companies have had 
a steady and substantial increase in 
their volume of business and have 
written each year an increasing per- 
centage of the total business. In 1929, 
in all lines of automobile insurance, 
mutual companies as a whole are cred- 
ited with having written over $65,- 
000,000 of premiums. 

“There can be only two satisfactory 
possible solutions of such a problem, 
on the one hand a reduction in claim 
costs or, on the other, an increase in 
collected rates. While it may be pos- 
sible in the course of time, through 


the further extension of loss preven- 
tion activities, in which the mutual 
carriers have always played a leading 
part, or through legislative action lim- 
iting the common law rights of claim- 
ants, to reduce claim cost, no imme- 
diate relief can be expected from this 
source. The only alternative there- 
fore appears to be an increase in rates 
for automobile liability insurance. 
Such an increase might well be ob- 
tained by elimination of the system of 
merit rating, which has become far- 
cicak in its application, were it not for 
the fact that the layman has become 
accustomed to it and would resent the 
removal of a system that appears the- 
oretically sound. Or it might be ob- 
tained by the application of penalty 
rates upon sub-standard drivers, but 
for the fact that such penalties can- 
not properly be imposed by insurance 
carriers but should rest with the state 
officials charged with the duty of reg- 
ulating automobile operation. State 
officials do not now have sufficient au- 
thority to administer such a plan, so 
that here again the somewhat uncer- 
tain possibilities of legislative action 
must be awaited. 

“In other words, the action which 
probably must be taken in 1931 is to 
increase the level of basic rates. 


“It is of interest to consider how 
the current world-wide business de- 
pression has affected the business of 
automobile insurance in this country 
and what the future may hold in store 
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for us. In the first ten months of 
1930, automobile production in the 
United States has decreased almost 
one-third from 3,558,000 cars in the 
corresponding period of 1929 to 2,- 
450,000 cars in this period, and sub- 
stantially below the corresponding 
figure of 1928. In spite of the reduc- 
tion in production and sales of new 
cars, there has been a further increase 
in total registrations, which indicates 
that the automobile is less and less a 
luxury and more and more an eco- 
nomic necessity of the American peo- 
ple whether business is good or bad. 
Automobile insurance, however, since 
it furnishes protection, is not re- 
garded by the public in quite the same 
light. If compelled by necessity, it is 
a human characteristic to take chances 
and run risks. Consequently, there 
has been a distinct tendency on the 
part of some automobile owners, as 
on similar occasions in the past, to 
drop insurance or to fail to secure it. 
This may well have the effect of de- 
creasing the total volume of pre- 
miums in 1930 or holding it to a very 
slight increase. In addition, there has 
been, of course, a tendency to in- 
creased moral hazard and increased 
cost of claim settlement. Collections 
and other administrative problems 
have likewise been made more diffi- 
cult. 


“So far as the economic condition 
itself and its probable future course 
is concerned, it becomes the duty of 
all of us, however little qualified we 
may be, to study and determine how 
we may be of assistance in bringing 
about improvement and establishing a 
foundation which cannot be readily 
shaken hereafter. 


“These United States have reached 
a stage in their development where 
the pleasant talk of tapping enormous 
natural resources must give place to 
the careful economic and _ political 
planning of position in a world which 
has been re-made by the science and 
invention of the past century. We 
cannot again afford to furnish money 
and supplies to nations who cannot 
repay us without threatening our 
own internal economic structure. We 
cannot again recklessly espouse such 
unsound plans as the wild extrava- 
gance of installment selling. We can- 
not continue for long with a system 
of government which may leave us 
without effective executive leadership 
and may prevent the reasonable ex- 
ercise of the will of the people on 
great questions. The American peo- 
ple are known for the quality and 
quantity of their action. Let them 
also be known for the quality of their 
thought! 
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“It seems certain that our pres- 
ent business depression, while 
probably at its lowest point, will 
not give place to any rapid recov- 
ery. It likewise appears that the 
door of its future is hinged upon 
international co-operation and ac- 
tion. We must adopt one of two 
courses, either virtually cut our- 
selves off from the rest of the world 
and keep our trade as well as our 
politics within our own borders or 
else adopt a world viewpoint and 
co-ordinate our trade and our poli- 
tics in world affairs. * Much 
of the progress of business depres- 
sion will be determined by the fu- 
ture course of the Government of 
Russia. There are many reasons to 
believe that this government has 
reached the point of collapse and 
that we may hope for the substitu- 
tion of a capitalistic government; 
but if this does not take place, in- 
ternational steps to curb the effects 
of Russia’s economic policy of de- 
struction must be taken, and soon. 


“With these great problems fa- 
cing our federal and state govern- 
ments, it may be expected that 
some of the problems of automobile 
insurance dependent upon legisla- 
tive action may have to wait for 
days that will be less occupied. 
Safety financial responsibility leg- 
islation has much room for further 
extension to states that have not as 
yet given it consideration and 
some new questions have arisen 
concerning it. The courts of Cali- 
fornia have rendered an important 
decision affecting the constitution- 
ality of certain aspects of such leg- 
islation and the courts of New York 
have rendered a decision which the 
carriers must give attention to as it 
affects their policy coverages. 


“Consideration should likewise 
be given to a further degree of co- 
operation among mutual companies 
to organizing for the reduction of 
repair costs to cars damaged by fire 
or accident, to the prevention of un- 
sound underwriting and competi- 
tive practices and to the further 
education of the public in accident 
prevention and in mutual insur- 
ance. 


“Mutual insurance will come 
through the present unfavorable 
times with the same outstanding 
success that it has always exhibited 
on similar occasions in the past. 
Each day gives additional proof of 
the important need that it serves in 
the field of automobile insurance as 
well as in other lines, and the 
steady increase which it experiences 
in obtaining the good will of the 





automobile owning public gives 
promise of new success and new re- 
ward in the future. 


Soa > 
Notes of Various 


Conventions 


VERY once in a while one hears 

the common remark that “speech 
making” is out of date. Perhaps the 
old-fashioned “Col. Flapdoodle” type 
of oratory is passe, but the public still 
likes a good speech as much as it 
formerly did. Many of our mutual 
people have the knack of expressing 
themselves well on their feet, and all 
of those on programs are able to pack 
a lot of good thought into the prepara- 
tion of a paper. Perhaps those who 
know their way around on the plat- 
form best are John L. Train, J. J. 
Fitzgerald, P. W. A. Fitzsimmons, 
John H. Brogan, John Cronin, James 
S. Kemper, Owen B. Augspurger, S. 
Bruce Black, Charles E. Hodges, Jr., 
and—well, as a matter of fact, go on 
down the line of the mutual names 
you see on any program. Of the stock 
company outfit, we nominate William 
Leslie as the smoothest, most convinc- 
ing speaker with a remarkable choice 
of words. Clarence W. Hobbs, large 
balance wheel of the Council on Com- 
pensation Insurance, boasts what 
looks to us like a Phi Beta Kappa 
Key, which vibrates under the im- 
pulse of his diaphramatic tones, and 
we hear also that he is a poet of no 
mean accomplishments. 

Mr. Hobbs’ friends will be inter- 
ested to observe whether the stirring 
events of the recent convention has 
had the effect of inspiring another 
piece of epic verse such as flowed so 
smoothly from his gifted pen during 
the meeting of the Acquisition Costs 
Committee at the Edgewater Beach 
Hotel in Chicago last June. 

QS 

New York City was alive with in- 
surance conventions during the week 
of the 9th. Besides the Commission- 
ers’ meeting there was a Convention 
of Life Insurance Company Presi- 
dents, this being at Hotel Astor, and 
various meetings of agents and tech- 
nical staff organizations, all conven- 
ing in the east to take advantage of 
the opportunity of being present also 
at the big gatherings. 

DO 


Of all speeches heard that week the 
address of Dr. Glen Frank, President 
of the University of Wisconsin, un- 
doubtedly took the prize for its rare 
combination of thought and delivery. 
He talked at the meeting of the Life 
Insurance Presidents, and not only 
made the welkin ring, but caused a 











million dollars’ worth of executive 
‘talent to sit up and decidedly take 
notice. 

DOD 


Those serious fellows at the Press 
table at the Roosevelt and the Astor 
meetings looked that way because of 
their hard job of picking out all the 
important details and rushing them 
off by early wire to their respective 
editors. If there is strife between 
stock and mutual interests, it does not 
reveal itself in the attitude of the 
press representatives for stock and 
mutual organs. Every courtesy was 
shown between these gatherers of 
Convention news, and in a number 
of instances reporters of opposite 
camps went out of their way to ac- 
commodate each other. Mr. Cart- 
wright of the National Underwriter 
and Mr. Leonard of the New York 
Journal of Commerce are the deans 
of the insurance journalistic camp. 


SS > 


Commissioner Fishback of Wash- 
ington was expected at the big Con- 
vention but did not arrive. A great 
many, however, who knew him by 
reputation as a man of large frame, 
stepped up to John A. Gunn of the 
Employers Mutual Casualty Company 
and stated that they were glad to 
greet the Commissioner from the far 
Northwest. Mr. Gunn greatly appre- 
ciated the joke and enjoyed many a 
good laugh with those who had made 
the mistake. 

DOD 


It was Mr. Gunn, by the way, who 
precipitated the liveliest debate at the 
Atlantic City meeting. His emphatic 
paper on Compulsory Arbitration of 
Automobile Accident Claims brought 
out an hour or more of discussion led 
by George L. Mallery of the Security 
Mutual Casualty Company. Some of 
the comment was amusing but most 
of it plumbed the depths of reason on 
both sides of the question. Like many 
another good subject, there are ap- 
parently still a few points pro and 
con left to be argued about. 


foro 


Atlantic City was a clearing house 
for fancy varieties of oysters, and 
debates were frequent among high- 
brow epicureans over the relative tex- 
ture and flavor and other values of 
“Blue Points,” “Cape Cods,” “Co- 
tuits,” “Absecon Salts,” Rockaways” 
and other choice species of this pop- 
ular shell fish. The writer allowed 
his humanitarian instincts to rule and 
preferred his oysters in soup, where 
they all tasted alike. From the quan- 
tity eaten off the half shell by other 
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hardy mutual delegates, we suspect 
they had secret hopes that they would 
prove to be pearl fishers. 


ON Ae 
SSS 


Not many of the wives of mutual 
delegates were present at Atlantic 
City, the ladies presuming, we sup- 
pose, that the famous resort would be 
a total loss as an attraction in De- 
cember. This idea proved to be er- 
roneous, for the blandishments of the 
board walk, wheel chairs and all, were 
still legion. The auction rooms were 
liberally patronized, mostly for small 
items, but one member of the party, 
of hearty and affluent appearance,—a 
prominent insurance commissioner, 
by the way,—was solicited to offer 
$500 for a “$2,500 diamond bracelet”’ 
and was on the point of doing so 
when calmer heads among his asso- 
ciates interfered. A compact knocked 
down for a quarter to.a certain insur- 
ance journalist turned out to be a 
poor specimen of a ten cent store 
article. 





SS 


After the auction incident, the 
group moved along the walk, viewing 
the mammoth auditorium, the gor- 
geous cigarette and motor oil signs, 
the sand sculptors at work (“tips 
accepted’) and finally succumbed to 
the bright lights beckoning from a 
pee-wee golf course. You are right— 
the first customer inside the doors 
was E. J. Brookhart! Judge Young- 
er, Ohio’s Commissioner, and Colonel 
Dunham of the New Jersey Depart- 
ment with the sparkling Mrs. Dun- 
ham had joined the group by this time, 
along with S. Bruce Black, R. A. 
Wheeler, John Cronin, Charles E. 
Hodges, Jr., F. W. Wilder, Commis- 
sioner Freedy and W. F. Roeber. 


SO 


Colonel Dunham, by virtue of a 
well played hole in one, annexed the 
prize, consisting of a twenty-five cent 
fountain pen set purchased earlier at 
the auction for $1.00 cash. 


SI 


Burton S. Flagg came to the New 
York meeting with former Commis- 
sioner Wesley Monk, and the two 
were interested listeners at the Con- 
vention sessions. 


SS 


The honor shown to Henry D. 
Appleton brought to mind the service 
which the veteran Commissioner, A. 
S. Caldwell of Tennessee has ren- 
dered for a number of years. His 
post as Secretary of the Convention 
has been ably administered and he is 
a much admired figure at any meeting 
of that body because of the dignity 
with which he fills his office. His fa- 
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miliarity with procedure and his keen 

analytical remarks during debate are 

among the most helpful features of 

the Convention’s deliberations. 
DOD 


A second man who towered above 
the crowd was W. A. Tarver, Chair- 
man of the Texas Board of Insurance 
Commissioners. Mr. Tarver boasts of 
at least six feet six of height and 
otherwise has proportions to go with 
his lofty build. When he rises to 
speak, both his voice and his length 
command attention. 

Texas, by the way, has three com- 
missioners, one for life insurance, 
one for casualty insurance and one 
for fire. J. W. DeWeese attends to 
matters connected with fire insurance ; 
W. S. Pope has casualty matters in 
charge and Mr. Tarver is the head of 
the life department as well as chief 
of the Board. 

DOD 

Included among the high powered 
speakers of the Life Presidents’ meet- 
ing was Honorable Clarence C. Wy- 
song, President of the National Con- 
vention of Insurance Commissioners. 
All of the speakers at these sessions 
appreciated the exceptionally conven- 
ient adjustable stand which had been 
provided for the holding of manu- 
scripts. This made for ease, accu- 
racy and naturalness of delivery and 
perhaps is a suggestion for equipment 
at our own mutual meetings. 

SOD 


“Why go to conventions?” is an 
often asked question, among those 
who view such meetings from afar. 
Those who make a practice of attend- 
ing these gatherings have a ready an- 
swer to the query. Although it is pos- 
sible to read the convention addresses 
in the published proceedings, it is im- 
possible, except by personal contact, 
to feel the spirit of co-operation which 
pervades a mutual convention. Many 
a man has been amazed at the enlarge- 
ment of his field of insurance-vision 
after associating with a live group 
of mutually minded men during sev- 
eral days of meetings. The conven- 
tion habit would not have so firmly 
fixed itself as a standard proceeding 
if it did not yield valuable returns for 
the time and effort expended. 

OOD 
Dig for Dad 

Little Ethel—‘“Mother, are you the near- 
est relative I’ve got?” 

Her Mother—“Yes, dear, and 
father is the closest.’—Montreal Star. 

Headlong Docility 

Clark—“Does your wife really 
you?” 

Darke—“Sometimes. When I say, ‘Go 


ahead and never mind me,’ she always 
does.’—Answers. 


your 


obey 
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If Insurance Regulation Stopped 
W ould the Ethics of the 
Business Continue? 


T is pleasing to call attention to the quality of our 
contributors and particularly so when our table of 
contents contains the name of so deep a student of 

insurance as Edwin W. Patterson, Professor of Insur- 
ance at the School of Law of Columbia University and 
author of “The Insurance Commissioner in the United 
States,” a volume which has continued to attract much 
interest since its publication several years ago. 

Professor Patterson in this issue of the Journal gives 
in succinct fashion his estimate of the function of com- 
missioners, pointing out the need of definite control of 
various phases of the insurance business. 

We follow him in his argument and conclusions in 
nearly every instance except the paragraph in which he ex- 
presses what to us seems an extreme optimism that a high 
ground of business morals and ethics would not be aban- 
doned by the officials of “the great * * * insurance car- 
riers” even if there were no regulations imposed by law. 

A review of the insurance business, past and present, 
as disclosed by every day transactions as well as by in- 
vestigations seem to provide adequate proof to the con- 
trary. Thus sadly we are compelled to take an opposite 
view of the situation. The public and the carriers have 
suffered too many blows below the belt, as the situation 
is, to have confidence that there will not always be some 
companies, or groups, ready and willing to resort to 
horseshoes in their gloves if there were no referee. 
Doubtlss most of the companies would, indeed, take care 
to see that their financial condition remained fairly sound, 
although not subject to examination—but that the public 
would be made to pay a pretty price cannot be questioned. 


Oo 


NSURANCE history is full of incidents which lead to 
a suspicion that if the lid were off, the nation would 
be treated to a spectacle of cut-throat competition and 
final monopoly which no industry in the worst days of 
the untrammeled trusts ever dared to project. Take for 
example the matter of rates, which if they were not 
regulated would constitute a lethal weapon by the illicit 
use of which a powerful group of companies might par- 
tition the country for the purpose of exacting tribute 
from the policy-needing public. 
Policyholders have a right to expect uniform rates, 


meaning that a risk here should call for the same pre- 
mium as a comparable risk there. But in comes secret 
rebating, mis-classifications, concessions cleverly made, 
and a good deal also of just plain disregard of rules and 
regulations. Rates are lowered by various means in 
territories where the public is watchful or the competi- 
tion ken, and hiked up to vicious limits where the 
people are not so insurance wise. Thus one section is 
made to bear a burden of which another is relieved and 
the business ceases to have any semblance of ethics. 
Any system by which extra money is taken away from 
a prospect for a standard kind of service purely because 
the policyholder happens to be unable to defend him- 
self is rank injustice. To see that such discriminations do 
occur one has only to glance almost any week at the 
pages of the insurance press. Although such news is 
not stated openly, it is easily obvious from thinly veiled 
references. And for that matter, any well posted insur- 
ance man knows that such cases are so numerous as to 
become the common thing. 
QOD 


© cite another and more specific instance, a well 

known rating bureau within recent months made a 
most enlightening blunder. It committed to writing a 
proposition which is generally made in speakeasy tones 
by word of mouth. 

This bureau published a list of rates applying to classi- 
fications under one of which a certain property fell, the 
manual rates, of course, presuming to measure the hazard 
of the risks in the various classifications. The risk hap- 
pened to be in a mutual company at the manual rate. The 
bureau in the interests of the particular stock company 
soliciting the business at the reduced rate offered to 
change the published rate accordingly only, however, 
after the risk had been definitely secured for the stock 
company. Scientific rate making? And this practice is 
not at all uncommon. 

The situation in New York with respect to automobile 
fleets so severely criticized by former Superintendent 
Conway is another case in point. In fact, the com- 
panies themselves have a strong appreciation and under- 
standing of how bad the situation really has been and 
is—and yet, no real permanent effort will be made to 
correct it until the state steps in and does what is ob- 
viously needed. 

The public has a genuine concern in the rates charged 
for all kinds of insurance and there is an ever-increasing 
interest in seeing that the discriminations and perils of 
competitive rate making are eliminated. The public, of 
necessity, must rely on the Insurance Departments to 
this end, and in our opinion there is no function of the 
Insurance Commissioner more important to the policy- 
holders than proper supervision of rates. Inadequate 
and discriminatory rates affect the value of the indemnity 
through company solvency on the one end, and on the 
other is the danger of excessive cost. Rate regulation is 
the best safeguard. 

To return to the original question of whether all com- 
panies would abide -by the rules of the game if there 
were no law enforcing body; we may ask at this point, 
if such evils as pointed out above can exist with the pres- 
ent machinery for regulation in operation, would not 
certain companies and groups run “hog-wild” under a 
policy of non-regulation ? 

Se 
LL of this may seem far afield from Professor Pat- 
terson’s dissertation. We understand, of course, 
that our distinguished author must of necessity take an 
academic viewpoint, since otherwise the main trend of 
(Continued on Page 22) 
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Life-Lights Against A Business Background 
Putting the Pirates Off the Ship 


YAWNED, knocked the ashes 
I out of my pipe, slipped an old 

envelope between the pages of 
my book, laid it down and drowsily 
pulled myself from the depths of an 
easy chair. I looked at my watch. It 
was within three minutes of mid- 
night. 

My finger was on the button to 
extinguish the light when I suddenly 
discovered the recumbent figure of 
my ten-year-old son, stretched face 
down on a couch, chin propped on 
hands and a volume open before him. 

“Takes after his dad,” I reflected. 
“Give him a book and he loses him- 
self.” Then, remembering my pater- 
nal responsibility, I spoke. “Off to 
bed, son. This is no hour for you to 
be up. You know you are supposed 
to be asleep by 10 o’clock.” 


Qoaoooen~w> 


E came back slowly from the 

high seas, where he had been 
voyaging; turned a flushed face 
toward me and pleaded, “Ah, dad, 
just two minutes more. Let me get 
the pirates off the ship!” 

“All right, if you can get ’em off 
in two minutes, but not a second 
longer,” I said, with a leniency which 
I hope proves that in my ripening 
years I have not lost all appreciation 
for matters of moment in the land of 
fancy where boyhood dwells so hap- 
pily. But I stood grimly with watch 
in hand. 

“Time’s up!” I cried, as the min- 
ute hand reached the stroke of 
twelve. 

“Right you are, dad,” answered 
son, banging his book shut. “The 
deck’s cleared and the ship is safe.” 

“Fine,” I said, “now tumble into 
bed. It’s a good thing tomorrow’s 
Saturday. I'll ask mother to let you 
sleep in a bit.” 

A tired, but contented youngster 
clattered upstairs to bed. I went back 
to the kitchen to find a glass of milk 
and a snack put away for me in the 
ice-box. 

oof 
666 ET me get the pirates off the 
ship,’ ”’ I chuckled to myself. 
And then I drifted into a revery 
about other ships and other pirates. 

“Maybe,” I thought, “there are 
some pirates on my own ship that I 
ought to put off. Perhaps that is why 
it is so long coming in. Perhaps that 
is why we seem to have made so 
little headway recently. I have been 
blaming it on adverse winds and 
rough seas, but the real trouble may 


By S. J. DUNCAN-CLARK 


be pirates.” 

The cold roast beef was good. I 
laid a slice between two pieces of 
bread, touched it up with a little 
mustard, and munched as I thought. 

“What was that phrase I heard as 
I passed thru the shipping room the 
other day?’ I reflected. It had caught 
my attention at the time, falling 
easily from the lips of one of my em- 
ployes, and I had made note of it 
mentally. “Oh, yes, now I[ have it— 
‘This is good enough. It will get by.’ 
There’s a pirate. It is one of the 
worst pirates on the ship of Ameri- 
can business. ‘Good enough to get 
by’ has done a lot of damage. This 
idea of ‘getting by’ is boring holes 
and making leaks which take a lot of 
time and work to plug up. It is 
essentially dishonest. Its whole notion 
is to put in an appearance and dodge 
the real work; to make things seem 
other than they actually are; to pass 
the moment of inspection without 
thought of what will happen in the 
longer test of time. I must get that 
pirate off my ship,” I decided. Then, 
in a relentless humor, I began to ex- 
amine myself in order to discover 
whether there might not be some 
things in which I was disposed to 
adopt the ‘getting by’ attitude. I con- 
cluded there were and vowed sol- 
emnly to watch for this pirate with 
determined vigilance. 

soa 

Y mind ran on along this same 

line of profitable meditation. 
“ ‘Getting by,’ is only one of a family 
of pirates,” I thought. “He has sev- 
eral dangerous brothers. There is, for 
example, ‘Let George do it,’ who 
sometimes operates under the alias of 
‘Passing the Buck.’ He is the loud- 
mouthed, swaggering fellow who is 
always shifting the burden to the 
shoulders of somebody else. He is apt 
to talk a lot about what he does, and 
to talk most when he is getting out 
from under. He is the constant critic 
And then I drifted into a revery 
about other ships and other pirates. 

“Maybe,” I thought, “there are 
some pirates on my own ship that I 
ought to put off. Perhaps that is why 
it is so long coming in. Perhaps that 
is why we seem to have made so 
of the methods of other people. He 
is full of complaints. Inwardly he 
prides himself on ‘never getting 
caught with the goods,’ and, in fact, 
it would be impossible to find any 
good honestly come by on his person. 


I’ve got to put him off the ship,” I 
told myself firmly. 

[ had laid my watch on the kitchen 
table to remind me of the passing 
time, but it was now forgotten. The 
trail of thought I was following led 
me on. It was salutary and fruitful. 

“There is a third brother named 
‘What’s the Use?” I told myself. 
“He is a slinking, shambling, coward- 
ly knave, with a knife to slip between 
your shoulder blades, or a bit of rope 
to fling around you and tie your arms 
to your side. I have felt his presence 
on the ship lately. He has come pretty 
close to me—in fact he has almost 
got me more than once. I rather think 
he is one of the most dangerous pi- 
rates that can get on any ship. He 
not only paralyzes action—he para- 
lyzes thought. He keeps a fellow 
from trying to solve his problems, 
from trying to make things better, 
from promoting efficiency in himself 
and in others, from all enterprise and 
adventure. He makes little noise 
about his mischief, which is one rea- 
son why he is so dangerous. If he 
is allowed to remain aboard he will 
own the ship, presently, and convert 
it into a drifting derelict. 

DOa> 

66 E brings over the bulwarks 

two companions — Lack of 
Confidence and Fear. One of them 
he sends to the engine room and the 
other to the wheel-house, and the next 
thing that happens the ship runs on 
the rocks. So far as my ship is con- 
cerned ‘What’s the Use’ walks the 
plank in the morning, or is hanged 
from the yard-arm.”’ With this stern 
resolve I swallowed the last mouth- 
ful of milk, looked at my watch— 
12:20—and marched off to bed as 
one who had Been through a battle 
and come out victor. 

As I passed son’s room [| looked in. 
He was sound asleep beneath the 
covers, but when I stepped to his bed- 
side and ran my fingers gently thru 
his curly hair, he stirred a little and 
murmured, “Ah dad, let me get them 
pirates off the ship!” 

“All right, son,” I answered. “You 
and dad both will get after ‘them 
pirates.’ ”’ 





Vinegar Fiend? 

Aunt Hetty—“Sakes alive! I don’t be- 
lieve no woman could ever been so fat.” 

Uncle Hiram—“What y’ readin’ now, 
Hetty ?” 

Aunt Hetty—“Why, this paper tells 
about an Englishwoman that lost two 
thousand pounds.” —New ‘Outlook. 
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Industrial Accident 
Fallacies 


HE frequently heard statement 

that ninety-eight per cent of all 
industrial accidents are preventable 
was characterized as misleading and 
harmful by Charles E. Pettibone, vice 
‘president of the American Mutual 
Liability Insurance Company of Bos- 
ton, and president of the National 
Safety Council last year, in the course 
of an address delivered here today 
before the Industrial Safety Confer- 
ence, held under the auspices of the 
North Carolina Industrial Commis- 
sion. “Such accident and prevention 
claims,” he said, “weaken and under- 
mine the safety movement.” 

The speaker compared the state- 
ment with that of certain authorities 
who hold that ninety per cent of all 
accidents are of mental origin. Defin- 
ing “mental origin” as taking in not 
only the conscious but the unconscious 
sections of the brain, including physi- 
cal habits and reflex actions, he 
pointed out that under this definition 
all movements of the body are of 
mental origin and that thus all acci- 
dents may be of mental origin, also. 
He drew the conclusion that such per- 
centages are entirely meaningless. 

OSD 

TILL another misleading inter- 

pretation of statistics, according 
to Mr. Pettibone, is that accidents for 
which the mechanical equipment is 
not responsible cause between seventy 
and ninety per cent of all factory in- 
juries, and that these cannot be pre- 
vented by mechanical means. He 
pointed out that because an accident 
happens to fall within the classifica- 
tion of non-mechanical it does not 
follow that it has been caused by neg- 
lect and influence of the human ele- 
ment, and cannot be prevented by 
physical guards. The need, he told 
the conference, is to find practical 
means and methods of reducing or 
eliminating accidents by working with 
the material that exists—with human 
beings as they are and not as some- 
one thinks they might be or ought 
to be. 

Among the mental causes of acci- 
dents listed by the speaker were: in- 
attention, irritation, worry, and lack 
of interest. He placed the responsi- 
bility for industrial accident preven- 
tion equally upon management and 
worker and designated mechanical 
equipment and men as the two fac- 
tors involved, with mechanical equip- 
ment requiring first attention. “Make 
your plant reasonably safe mechan- 
ically before you can expect to arouse 
much enthusiasm for safe practices 
on the part of your employees,” he 
said. 
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Adoption of the American Stand- 
ard Safety Codes written under the 
direction of the American Standards 
Association, and active membership 
in the National Safety Council, were 
recommended by Mr. Pettibone as 
forward steps in accident prevention. 


On 


Getting Rid of Those 


Reception Room Blues 


HAT genial and _ interestingly 

helpful publication Printers’ Ink 
has this to say about a certain unique 
reception room method of the Lum- 
bermen’s Mutual Insurance Company 
at Mansfield, Ohio: 

“A salesman enters warily. 

“*Mr. Blank, please,’ he says, as- 
suming the pugnaciousness of one 
accustomed to battering down the 
frigid disapproyal of reception-room 
clerks. 

“But the girl at the desk requests 
his card with an amiable smile. 

“*Tust a moment, Mr. So-and- 
So,’ she says, ‘I'll see if Mr. Blank 
can’t see you at once.’ And as she 
busies herself with the telephone, she 
hands the visitor a square white en- 
velope that might well hold a wed- 
ding invitation. 


“The salesman, his natural com- 
bativeness already somewhat molli- 
fied, opens the envelope with curios- 
ity, and reads: 


Welcome to 
Lumbermen’s Heights 


We are pleased that you have called 
to see us. 

Naturally, we cannot transact busi- 
ness with everyone who calls, but 
we can 
and do extend a cordial welcome re- 
gardless of whether you come to buy 
from us or sell to us. 


The gentleman you have asked to 
see will receive you without a mo- 
ment’s unnecessary delay. 


If you are a stranger in Mansfield, 
and we can be of any help, it will 
be our pleasure. 


Cordially, 
The Lumbermens Mutual 
Insurance Company. 


“The above greeting, the School- 
master must explain, is a part of 
the Lumbermen’s Mutual Insurance 
Company’s policy of treating every 
caller as a prospect, which to the 
Schoolmaster seems a logical assump- 
tion for any business to make. It is 
the Schoolmaster’s opinion that the 
personality of a business is reflected 
in its reception room and that it is 
here that good-will may be created 
or destroyed in important proportions. 
It is in the reception room that visi- 





tors receive their first impressions and 
it is here that often, during more or 
less lengthy periods of waiting, those 
impressions have time to solidify into 
definite opinions. And the opinions 
of daily callers at any office, if piled 
end on end, will form a mountain of 
favorable or adverse prejudices that 
will loom prominently on the horizon 
of that company’s business.” 
OOa> 


O. M. Thurber Goes to 
Glen Cove Mutual 


HE Glen Cove Mutual Insurance 

Company of Glen Cove, N. Y., 
has recently added O. M. Thurber of 
Minnesota to its staff. Mr. Thurber 
has been identified with Mutual in- 
surance in the middle west for more 
than a fifth of a century and has been 
prominent in National, State and 
Sectional association work. Until his 
affiliation with the Glen Cove Mu- 
tual, which demanded his residence 
in New York, he was Secretary of 
the Northwestern Association of Mu- 
tual Insurance Companies, Secretary 
of the Minnesota Association of Mu- 
tual Insurance Companies, Director 
of the Insurance Federation of Min- 
nesota and a department Director 
representing the middle west of the 
National Association. He was Un- 
derwriting Manager of the Minnesota 
Implement Mutual Fire Insurance 
Company for many years, and Man- 
ager of the Associated Mutuals with 
headquarters at Owatonna, Minne- 
sota. 

Mr. Thurber’s connection with the 
Glen Cove Mutual will be as Super- 
visor of Production and also with 
the educational and advertising work 
of the Company. 

QOD 

Mutual insurance conditions in 
New York state, and the East in gen- 
eral, are constantly improving, ac- 
cording to Mr. James W. Townsend, 
President of the Glen Cove company. 

The Glen Cove Mutual will show 
an increase in business of about 
twenty per cent this year, which is an 
outstanding record considering the 
general industrial, financial and agri- 
cultural depression. 





Service Plus 


Billfuzz—“I wonder if that fat old girl 
over there is really trying to flirt with 
me?” 

Goodman—“T can easily find out by ask- 


ing her; she is my wife.”—Pathfinder. 


Making of a Home Body 


Mr. Yearwed—‘“A bunch of pretty col- 
lege girls have opened a mending shop near 
my office. I think I'll turn all my socks 
over to them.” 

His Wife—“Poor boy. I have neglected 
your socks. But leave them with me. I 
like to darn. I really do.”—Boston Globe. 
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Progress In Accident Prevention 


Pointing Out The Part Which Insurance Organizations Have Played In 
Making Industry More Safe For The Worker And 
More Profitable For Everybody 


T has been the privilege of insur- 
ance carriers to play an increas- 
ingly important part in the Safety 

Movement, one of the greatest hu- 
manitarian efforts toward the saving 
of human life, and the minimizing of 
industrial injuries, with the unescap- 
able attendant physical and financial 
suffering. 

But sometimes I wonder if the 
movement did not get off on the 
wrong foot, in that it began by deal- 
ing with mechanical conditions in- 
stead of with the human element. If 
sO, we insurance men are as much to 
blame as anyone because we were pio- 
neers in promoting the movement and 
also in carrying it on in practical 
fashion in the field. At any rate, the 
march of progress has been rapid and 
victorious. 

We still continue to play a promi- 
nent part by lending support to the 
National Safety Council, the Ameri- 
can Museum of Safety and other 
great national agencies devoted to the 
promotion of safety. 

We still continue as the principal 
promoting field agency, spending hun- 
dreds of thousands of dollars each 
year on safety service and educa- 
tional endeavor among our industrial 
risks and also in the more difficult 
fields of public and traffic safety. 

The two fields are more closely re- 
lated than was at first realized, not 
only because the same insurance com- 


By P. W. A. FITZSIMMONS 


PRESIDENT OF MICHIGAN MUTUAL LIABILITY COMPANY 
From an Address Delivered at the Recent Meeting of 
the National Association of Mutual 
Casualty Companies. 
pany frequently writes both Compen- 
sation and Automotive insurance, 
but because the principal compensa- 
tion hazard of many kinds of indus- 
try today is in connection with the 
transportation of freight by motor 
vehicle, a hazard which is steadily 
growing at a rather rapid yearly rate. 

Progress is being made in Accident 
Prevention. 

In every field of endeavor there are 
always handicaps. The good golfer, 
entering a match, is handed a nice 
big handicap, frequently one that 
gives a less worthy opponent a chance 
to win. 

The scientist and the engineer must 
have judged the safety man a mighty 
good golfer, for they have handed out 
a good big handicap at every contest. 

They have speeded up machines 
and processes, introduced piece-work 
and mass production. High speed 
steel has changed many a machine like 
the lathe, the miller and the drill press 
from moderately non-hazardous ma- 
chine into a dangerous one; new 
processes are generally fraught with 
new and more severe hazards to life 
and limb. It seems at times that we 
no sooner find a way to reduce or 
eliminate a hazard than a new danger 
arises to take its place. 


This is equally true in Automobile 
Safety. The six cylinder gives place 
to an eight with greater power and 
speed, and now the eight is surpassed 
by the 16. Even the lighter cars are 
given more power and consequently 
higher speed. 

While the modern super-highway 
with its three or four lanes of traffic, 
and with no unprotected crossings at 
grade will permit a fifty to sixty mile 
per hour speed without collision dan- 
gers; yet the four wheel brake to 
counteract the danger of this in- 
creased speed has proven woefully in- 
adequate on most of our ordinary 
highways. 

And the high speed car is quite as 
apt to be found in the hands of the 
reckless driver as was the 25-mile an 
hour car of a few years ago; in fact 
a number of the less expensive cars 
are so swift and so flexible in move- 
ment that their increasing numbers 
constitute a real and added menace to 


all traffic. 
SOD 


The Automobile Hazard 


N the field of public safety there 

are more powers at work than in 
industrial safety, so the Accident 
Preventionist is found among the 
Governmental Groups, the Insurance 
Carriers, the Railroads, and numer- 
ous Associations, Clubs and Fraternal 
Organizations. The newspapers of 
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the land, realizing the humanitarian 
aspect of the subject and the wide- 
spread public interest therein, are 
giving liberally of their space. This 
is a great help in educating the pub- 
lic, in making the public accident- 
conscious even if not safety-minded. 

In this field, as in industry, the 
National Safety Council maintains 
its position as clearing house and in 
fostering activities to the extent of 
its power. Again, as in industry, the 
ever-increasing demands upon the ac- 
cident preventionist makes his task 
a difficult one. 

Practical gains have been made in 
the tightening of state laws regarding 
the examination and licensing of 
drivers; in the widening of two-lane 
pavements to three or four-lane road- 
ways; by the elimination of Highway 
and Railroad grade crossings and by 
the installation of effective signals. 

The automobile manufacturing and 
sales interests have been heavy and 
constant contributors to the cause of 
public safety, especially for such 
items as better roads, wider and safer 
roads, improved signal systems, edu- 
cational campaigns, “scrapping” of 
obsolete rattle-traps and “drives” of 
all kinds; in fact, anything that helps 
the use and sale of automobiles. It is 
natural, however, for these interests 
to look with disfavor upon the reduc- 
tion of speed, the more stringent ex- 
amination of drivers, the elimination 
of the physically or mentally unfit 
driver, and in fact, any measure that 
will tend to reduce the number of 
drivers, and consequently that will 
effect the sale of automobiles, either 
of new or used cars, and especially 
the latter. 

It is evident that if the ever mount- 
ing toll of lives is to be checked, the 
automobile interests must submit to 
legislative enactments which will per- 
haps to some degree affect the sale 
and use of cars. 

An increase in power of the lighter 
cars and the change from sixes to 
eights, and from eights to twelves, 
and now from twelves to sixteens, 
means a much higher speed, and 
therefore means more serious injuries 
and more collision fatalities, even if 
there should be no increase in the 
frequency. 

While perhaps it is true that a 
raising of the legal speed limit has 
not resulted in more accidents on the 
super-highway, it is not true on most 
of our highways, nor was it contem- 
plated that the inherent power built 
into new cars would result in the 
average normal speed of a modern 
passenger automobile being jumped 
from 35-40 miles per hour up to 
45-85 miles per hour. The builders 
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of cars and of factory machines and 
industrial processes, are always in- 
creasing the tempo of work and pleas- 
ure and life, and thereby introducing 
new hazards of increasing the se- 
verity of those already existing, thus 
compelling the safety engineer to ac- 
cept the challenge and increase his 
tempo of mind and method accord- 
ingly. 

Some of the best safety progress 
has been made by the drivers of com- 
mercial vehicles, especially those be- 
longing to a_ well-organized and 
highly supervised fleet. The men are 
hand picked and thoroughly trained. 
They must obey hard and fast rules. 
The vehicles are maintained in the 
pink of condition at all times. On the 
other hand, virtual monstrosities, in 
the shape of vehicles, are permitted 
to run upon the highways of most 
states, trucks 10 or 11 feet wide, long 
trailers and perhaps worst of all, 
trains of swaying trailers. Fortu- 
nately, these commercial vehicles are 
much better lighted at night than for- 
merly, and the practice of requiring 
them to carry oil flares to be placed 
500 feet ahead and in the rear of a 
stalled or broken down truck will 
save the lives of many reckless night 


drivers. 
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HE parking of automobiles on 

main thoroughfares contributes 
to minor accidents, but its curtail- 
ment, or its abolishment without pro- 
viding a substitute, means the cur- 
tailed use of motor vehicles, and that 
means the opposition of automobile 
manufacturers. Because of the re- 
duction in traffic capacity such prac- 
tice in our downtown areas must be 
stopped. Drivers soon find, and be- 
come reconciled to, a substitute park- 
ing place, with a longer walk, and 
trade does not suffer. ‘Loop trade 
does suffer, however, from the in- 
creasing practice of locating retail 
trade establishments in the outlying 
districts where private parking space 
is provided free, and sometimes the 
rental of downtown office buildings 
is seriously effected by the migration 
of their former tenants to outlying 
districts where customers can park 
easily. 

Prohibition, at least such as we 
have in Detroit, may or may not pre- 
vent a man driving when drunk, and 
surely does not prevent a man, who 
has not had a drink, from slumbering 
at the wheel of a 60-mile-per-hour 
car. 

We all have lapses. When driving 
25 to 35 miles per hour, such lapses 
or distractions may not result in any- 
thing more serious than a crumpled 





fender, but when going 45 to 55 miles 
per hour, which seems to be the aver- 
age passenger auto speed on the paved 
highways of Michigan (and I pre- 
sume in other states), such lapses are 
very apt to mean sudden death, not 
alone to one person and the driver, 
but to all passengers in whatever cars 
are involved. 

These are serious matters, and 
challenge our best thought and skill, 
—in fact, the ever-increasing com- 
plexities of our highway traffic con- 
ditions are interesting the best brains 
of the country in behalf of humanity ; 
and so it would seem that we may 
look forward to the solution of these 
complexities more quickly than sim- 
ilar problems have been solved in 


industry. 
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N industry, while the safety man 
has not been completely victori- 

ous, he is still fighting valiantly, and 
is steadily gaining ground on the front 
line of attack. 

Progress has been fostered by the 
space the daily newspapers of the 
land are giving to accident preven- 
tion. Trade journals that four years 
ago would not even give space to a 
Safety First article are now seeking 
and paying well for them. 

Even the American Magazine for 
September, 1930, lauds a Safety En- 
gineer and his achievements; and the 
League of Nations refers to the im- 
portance of the safety movement in 
one of its recent reports. 

Examining specific industrial acci- 
dents, their causes and effects, we 
learn how the money we have spent 
on our safety service, and on our in- 
spection work, has produced satisfac- 
tory results. 

The unguarded set-screw, equally 
unguarded belts and pulleys, are 
things of the past, and accidents from 
such causes are now extremely rare; 
and in addition, the individual motor 
drive is rapidly becoming standard 
equipment, which will ultimately re- 
move all transmission hazards and 
remove, too, the need for further 
makeshift guarding. 

A few years ago we were helping 
electrical equipment manufacturers 
overcome the severe sales resistance 
to enclosed switches. Now enclosed 
wiring, safety switches and dead- 
front fuse panels are standard equip- 
ment and universally used. Electrical 
shock and flash burns are compara- 
tively rare. 

The compulsory wearing of goggles 
is becoming more and more general, 
and the number of eye cases less each 
year. The National Safety Council 


has recently made a unique and care- 
ful investigation of eyes thus saved, 











by collecting the goggles which gave 

’ the protection. They report that 2169 
were preserved from blindness in 
1929. 

Splendid progress has been made 
in developing practical technique in 
the guarding of the point of opera- 
tion on many dangerous machines, 
and particularly on the power press 
and the circular saw, doing it in a 
way which stimulates rather than in- 
terferes with production. 

Very naturally, the manufacturer 
is more ready to adopt such progres- 
sive, protective devices, and it is be- 
lieved that we are just about to “go 
over the top” with this problem 
which has engaged such prodigious 
effort and attention for decades. The 
battle is now being waged at the last 
stand—with the tool and die designer. 

It is probably a safe prediction 
that the metal stamping business will, 
within the next five years, almost be- 
come a non-hazardous industry, as 
the result of just such revolutionary 
methods as placed the laundry busi- 
ness on that basis. 

Unfortunately, the conquering of 
the power press hazard has taken al- 
together too long a time. For one 
reason, an aroused public opinion has 
not so generally prompted state regu- 
lation as was the case with protection 
of the woman worker in the laundry, 
which resulted in the revolution of 
the laundry business almost in a day. 

The insurance carrier may take full 
measure of credit when the metal 
stamping industry does become a 
non-hazardous one. 

OOD 


| Spa gte e to safety meas- 
ures and practices is becoming 
more and more passive. The number 
of our risks “who wanted to do some- 
thing, but could not afford it” has be- 
come negligible. Such concerns will 
soon be eliminated through business 
failure, if not through conversion. 
This is one of the reasons why we in- 
crease our safety service rather than 
diminish its value. 

Ignorance and stubbornness—purely 
psychological reasons—are all that 
retard our backward plants, and with 
the passing of the old-time industrial 
manager, every plant will be charged 
with positive current. 

Things that were laughed down 
yesterday as impractical and unneces- 
sary will be standard practice five 
years hence. 

The hard-boiled “production” fore- 
man or superintendent, who said 
“We can’t do that, it will interfere 
with production” is giving place to 
the hard-boiled “production-with 
safety” foreman who will not toler- 
ate removal of guards or the break- 
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ing of shop rules. This is a sweep- 
ing change in attitude which means 
much to the loss experience of the 
plant. 

What has become of the frequent 
grinding wheel explosion? We do 








Safety Trophy 


Sponsored by P. W. A. Fitzsimmons 


The bronze trophy pictured above 
constitutes one of the more recent 
safety activities of the Michigan Mu- 
tual Liability Company of Detroit. 


P. W. A. Fitzsimmons, president of 
the company, sponsors this trophy—six 
of which are awarded semi-annually 
by the Detroit Industrial Safety Coun- 
cil in their Commercial Drivers’ Safety 
Contest. 


Winners in Class A for the first pe- 
riod of 1930 were Cadillac Glass Com- 
pany and Gemmer Manufacturing Co. 


Class B—The Timken-Detroit Co. 
and the Hupp Motor Car Corporation. 


Class C—Michigan Bell Telephone 
Company. 


Class D—Fisher Body Corporation. 


The scores turned in, based on num- 
ber of accidents per 100,000 hours of 
operation, showed a decrease over the 
corresponding six months of 1929 of 
over 30%. The Michigan Mutual Lia- 
bility Company also awards individual 
Distinguished Service Medals to Motor 
Bus operators in Michigan. 











not have them any more, and that 
constitutes another victory. 

What of the fly wheel explosion ? 
These, too, are just about extinct. 
Even the oiler explosion less fre- 
quently resounds in the land—elec- 
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tricity is fast superseding this time- 
honored device. 


3ut what about foot and leg in- 
juries now responsible for about forty 
per cent of compensation costs ? These 
seem to be one of the last problems 
to receive attention. Everybody, 
even good 100 per cent safety men, 
used to think that most of these ac- 
cidents, caused by dropping objects 
or because of trucking, could not be 
guarded against or ruled out. But 
look at the progress being made with 
the safety shoe, the metal shin-guard 
and metal foot cover. They will soon 
be worn as universally as goggles by 
workers who need such protection, 
and the four-wheel hand truck which 
gives rise to so many foot injuries is 
being replaced by the power lift truck 
or by conveyors. The introduction 
of improved methods and equipment 
for lifting and transporting objects 
or material is bound to have a very 
marked effect on compensation losses, 
by reducing foot fractures, as well 
as crushed fingers, hernia and other 
strains. 


The number of plants maintaining 
safety or inspection committees, em- 
ploying safety engineers and who are 
carrying on some sort of systematic 
accident prevention program, has 
steadily increased, and where such 
activities have been intelligently or- 
ganized and continuously maintained, 
have brought fine results and are en- 
titled to all credit for accomplish- 
ment in meeting our fondest expec- 


tations. 
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HE most remarkable progress has 

doubtless been made in the plants 
of one or two industries where acci- 
denf prevention, as a feature of good 
management, has been sponsored by 
a live Trade Association. The Paper 
Trade Association and the National 
Cement Association are the most no- 
table. The latter especially because of 
its fine methods and its ability to in- 
terest a far greater number of its 
member plants. It appears that the 
Trade Association is the one agency 
which can go farther in interesting its 
members than the insurance carrier. 


The safety movement is one of 
those exceptional humanitarian re- 
form movements which everybody 
looks upon with favor. A movement 
that anybody and everybody has gone 
out and worked for, but the methods 
to be employed, in bringing about its 
early fruition have not met with the 
same unanimous acclaim. There is a 
provocative, dogged resistance on the 
part of some industrial executives to 
oppose the beneficent innovations 
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without expressing a single good rea- 
son for so doing. 


One angle of this question shows 
up in connection with guarding. We 
know that the technique of the safety 
branch of the engineering profession 
is quite highly developed, and with a 
tendency to establish correct practices 
which are open to little or no argu- 
ment. 


The conclusions are based on ex- 
haustive experiments and time-tried 
methods. Yet we still have to contend 
with the industrial executive who per- 
sists in wasting time and money try- 
ing out things for himself which have 
been tried out long ago and thrown 
into the discard. During his experi- 
mentation, fingers and hands are sac- 
rificed. Then at last, after all this 
unnecessary cost and suffering, he 
comes around and adopts the guard 
that he was urged by the expert to 
adopt in the first place. This aggra- 
vating experience is still common 
with our safety field men. I some- 
times think the whole trouble is that 
in the minds of many industrial execu- 
tives, the prevention of accidents is 
an academic matter. They jump at 
conclusions regarding a matter which 
they know little or nothing about, yet 
which they think they know all about, 
instead of accepting the advice of ex- 
perts before condemning them as “no 
good.” It seems to be human nature 
to directly oppose valuable and trust- 
worthy advice. 


Safety has been a difficult thing to 
sell. There is probably only one thing 
harder to sell than safety, and that is 
religion; and the lack of the former 
certainly implies the necessity of the 
latter. 

The safety codes prepared at con- 
siderable expense by committees 
which were thoroughly representa- 
tive and unquestionably competent 
and free from influence or bias, have 
not met with the enthusiastic recep- 
tion as guide posts of practice on the 
part of the factory executive that 
was expected. 


For the most part no interest what- 
ever is taken in them. It is believed, 
however, that they will eventually 
play an important part and prove 
their worth. For one thing, they will 
enable the manufacturer of. machines 
and equipment to re-design their 
products to conform with the stand- 
ard requirements of the various State 
Boards and Commissions; and more 
important, they constitute a reason- 
able and just basis for codes of prac- 
tice that are from time to time 
adopted and enforced by legislative 
enactment. While progress is slow, 
the results may be far-reaching. 
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Now let us look at the all-impor- 
tant matter of dealing with the human 
element factor in accidents. 


Sy 


ROM the beginning there has been 

stressed the importance of the fact 
that personal injuries are largely 
caused by the carelessness or the mis- 
deeds of the individual worker. Yet 
from the beginning, most of the ac- 
tivity and most of the gains have come 
from dealing with the mechanical 
side. It was easy to start that way. 
The guarding of hazards and making 
the factory a safe place to work was 
the job of the employers. They might 
reasonably expect that the employee 
would do his part. In this we were 
all sadly mistaken. It largely has been 
a one-sided effort. The employer has 
played his part in splendid fashion, 
and we see industry revolutionized, 
largely through the Safety Move- 
ment. In so doing, the manufacturer 
has proven to his satisfaction that 
safety first also meant increased pro- 
duction, less waste and spoilage, finer 
industrial relations, and consequent 
lessened loss and greater profit. 

It appears from recent changes in 
attitude on the part of the employer 
and changes in the methods or the 
character of the safety advisor, that a 
new era is dawning wherein the safety 
inspector will have a counterpart in 
the safety teacher. 

The manufacturer is coming to a 
tardy realization that the individual 
worker has been a fizzle in doing his 
part for plant safety and coming toa 
firm determination that what the in- 
dividual has not done by himself, he 
must be forced to do, or else step out 
and make room for the individual 
worker who will do his part. 

Forced and intensive training of 
the individual worker in his job is re- 
placing that brand of personal liberty, 
which permits a man to do his work 
anyway he pleases, so long as he gets 
out production, and regardless of how 
much he damages his tools or his ma- 
chine, how much stock he spoils and 
how many of his fingers he forces his 
employer to buy. 

Laxity of supervision, with fore- 
men engaged chiefly in keeping the 
work going and in forcing the output 
of his men, is being replaced by the 
trained foreman who is a teacher and 
a strict disciplinarian. 

It is along these lines that present 
progress, while slow, is most promis- 
ing. The technique of creating and 
maintaining the safe human machine 
is more difficult than that which has 
developed the safe machine of metal. 
Because of this fact, we insurance 
men should again pioneer and help 





our field men develop, and sell simple 
methods of training the workers, fit- 
ting them to their jobs and changing 
them over from careless, indifferent 
or ignorant workers, to safety-minded 
individuals. Where this cannot be 
done, they should be eliminated. If 
20% of the workers in any factory 
cause 80% of the accident losses, it 
is time we assist our assured members 
in dealing intelligently and effectively 
with this 20%, and if 20% of the 
workers will always be liabilities, we 
should point the way to their arrest 
and eviction. 
DOD 


NY comprehensive program of 

intensive training, including the 
memorizing of published rules, indi- 
vidual teaching of rudimentary parts 
of each particular job or kind of 
work, departmental contests to stimu- 
late individual interest and action 
should begin with the transportation 
and shipping departments, including 
yard labor and all common labor en- 
gaged in handling material. 

This class of labor and these de- 
partments do not lend themselves to 
intensive supervision by foremen as 
does the work inside the factory. The 
men are scattered, do a great variety 
of work, and are left more on their 
own resources as regards behavior 
and action. Therefore, they need to 
be picked men and need training to a 
much greater degree than the workers 
in other departments. 

The present interest in this new 
industrial safety activity and the fact 
that its practice promises a further 
reduction of from 25% to 40% in 
accident losses is the all-important re- 
ward which should inspire us to con- 
stant and indefatigable effort to at- 
tain that goal. 


Ooo 


Editorial 


(Continued from Page 16) 


his thought would be diverted by end- 
less controversies. He pictured an 
ideal condition, and his reference to 
morality in the insurance business, as 
we understand him, is to the unlikeli- 
hood that officials of big organizations 
would deliberately set out to wreck 
their companies and leave the policy- 
holders to mourn over unpaid losses. 
That, we agree, would be a remote 
danger, but taught by hard experience, 
we still consider the Insurance Com- 
missioner, and particularly the Na- 
tional Convention, as a_ necessary 


check on both new and old, and small 
and large companies alike. 
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~ Woman Handles New York Industrial Work 


Frances Perkins Has Made A Unique Record In An Office Which Requires 
Courage, Tact, And Action of Most Virile Type 


F all the ghastly fires which 
have thrown a red spotlight of 
flames on the hazards to which 

workers are carelessly exposed, none 
has had more far-reaching conse- 
quences than the holocaust in the Tri- 
angle Shirt Waist factory in New 
York City, where one hundred and 
forty-seven girls were 
trapped above the eighth 
floor of the Hanson Build- 
ing and burned to death. 
Frances Perkins, now In- 
dustrial Commissioner of 
New York State, was one 
of the investigators who 
listened to the tale of hor- 
rors. She had been an eye 
witness of the fire, she had 
seen girls fall and jump 
from high windows rather 
than face death by fire, 
and now she heard of fire 
exits barred by rubbish, 
of fire escapes leading to 
a closed court, and of a 
dozen other dangerous 
conditions which had con- 
tinually threatened the 
safety of the workers. 
When the citizens of 
New York City held an 
indignation meeting and 
formed the Committee on 
Safety, Miss Perkins was 
immediately appointed ex- 
ecutive secretary, and 
when a bill was rushed 
through the Legislature 
and the Factory Investi- 
gation Commission was 
formed to investigate the 
Triangle fire and to ferret 
out conditions in other factories in- 
imical to the safety and health of 
workers, Frances Perkins was “lent” 
to work with the new committee. 
Now she had the opportunity of 
pointing to hazardous conditions with 
which she was already familiar. 
Formerly, factory investigators 
had traveled by trains, and in small 
factory towns employers and em- 
ployees always had sufficient warn- 
ing of the inspector’s approach. The 
new committee traveled by automo- 
bile, and as a result of their surprise 
visits, they discovered many _ prac- 
tices and dangerous conditions which 
might otherwise have been hidden. 
In addition to the work which Miss 
Perkins did in company with other 
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members of the Commission, she car- 
ried on similar investigations on her 
own initiative. Once she _ insisted 
that the Committee arrive at a fac- 
tory at five in the morning so that 
they could see the night-shift, com- 
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FRANCES PERKINS 


A Woman Who Has Amply Justified Her Appointment to the 
Man’s Job of Industrial Commissioner of New York State. 


posed of women, checking out. She 
had already watched the women as 
they passed out of the factory gates, 
and she felt that words were inade- 
quate to describe their frightful con- 
dition. 

OOo 


HERE has been no let-up in her 

energy, no diminution of her zest 
since she became Industrial Commis- 
sioner, in 1928. As the head of a de- 
partment of 1,800 workers which 
includes the board established to hear 
and settle claims arising under the 
Workmen’s Compensation Law, the 
Bureau of Industrial Hygiene, and 
the Bureau of Statistics, she has 
found sufficient time, after the effi- 
cient completion of routine matters, 


to carry on an aggressive fight for 
accident prevention. 

“Industry is beginning to realize 
that humanity is the best policy,” de- 
clared Commissioner Perkins. “Large 
organizations have realized this for a 
long time, and they have developed 
efficient safety departments. Our 
primary concern now is 
with the small employer, 
with the man of limited 


resources engaged in a 
highly competitive busi- 


ness, who neither has the 
time nor money to con- 
sult engineering and per- 
sonnel experts. 

“In New York State 
there are approximately 
70,000 factory establish- 
ments, 75 per cent of 
which employ less than 50 
employees. It is apparent 
therefore, that we cannot 
be satisfied with the safety 
programs of the large 
organizations. The state 
must do the safety and 
personnel work for the 
small employer that he 
cannot afford to do for 
himself. 

“One of the most im- 
portant jobs of my de- 
partment is the inspection 
of factories. I firmly be- 
lieve that honest, thorough 
inspection of factories is 
the fundamental basis for 
the control of accidents. 
We now have 225 factory 
inspectors and this year | 
am asking for a 10 per 
cent increase. Eventually, I hope to 
double the present force, and with the 
augmented force, to cut the number 
of accidents in half. The state will be 
divided into smaller districts, and the 
inspectors will be able to cover their 
territory more frequently. 


“It is my belief that the old police- 
man attitude towards industry has 
passed and that government cannot 
stand over industry with a club. The 
inspector does not go into a factory 
with an eye for trouble. In a large 
number of factories where safe and 
healthy conditions exist, his work is 
similar to that of a consulting en- 
gineer. 

“The factory inspector has a real 
dollar and cents value to an organiza- 
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tion. A short time ago, I was speak- 
ing with the president of one of the 
largest manufacturing plants in the 
state, which is, incidentally, one of 
the leaders in the safety movement. 
I asked the president what he thought 
of the idea of eliminating the factory 
inspection. He urged me not to con- 
sider it, saying that our inspectors 
were always able to make valuable 
suggestions since they were able to 
view the plant’s operation from the 
fresh point of view of the outsider. 

“Every month, we handle approxi- 
mately one thousand requests for in- 
formation from factory officials. We 
answer the same problems without 
costs that engineers engaged in pri- 
vate practice would solve only for 
substantial fees. 

DOD 

66 ODERN efficiency demands 

good housekeeping methods. 
A dirty and run down factory is 
rarely a profitable one. Not infre- 
quently our factory inspectors actu- 
ally increase the employer’s profits by 
showing him how to keep his factory 
in better condition. He may also show 
how old-fashioned and dangerous 
machinery can be profitably replaced 
by new machines. Factory inspectors 
are employed by the state to show 
employers not only how to make 
conditions better for their em- 
ployees, but also how to help them- 
selves. 

“Although I am strongly opposed 
to the policeman attitude, there is no 
doubt in my mind but that occasion- 
ally a club must be used. When an 
employer persists in dangerous prac- 
tices, a departmental order usually 
produces safe working conditions. 
However, co-operation is fundamen- 
tally sounder than coercion. 


“Employers who must be coerced 
into doing the good and the safe thing 
rarely are able to show good accident 
records for their factories. We have 
definitely proved that an organiza- 
tion with an efficient and loyal body 
of workers has a smaller accident 
rate than an organization engaged in 
the same class of work which has 
won neither the loyalty nor the good 
will of its employees. 

“In a well organized unit, no mat- 
ter how small, the first aid kit is 
always used when an employee suf- 
fers even a minor accident. A scratch, 
as everyone knows, can frequently 
cause a serious infection resulting in 
a heavy loss of time. In an organiza- 
tion where the workers are dissatis- 
fied, slight injuries are frequently 
not reported, and even if a first aid 
kit is handy, it is not used. No safety 
campaign can ever be effective un- 
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less it results in concerted action on 
the part of employer and employees. 
Perhaps the most successful safety 
work that we are now doing is being 
carried on through the labor unions, 
whose leaders are teaching workers 
how to work safely. 

“My department can, and does, 
order employers to guard dangerous 
machinery, and as a result of these 
orders, there has been a steady fall 
in machine accidents. Although our 
machine age has set up a pace to 
which none of our bodily mechanisms 
is geared, we can build safety habits 
which enable us to escape machine- 
made danger. 

“There is urgent need for the edu- 
cator and the psychologist in indus- 
try. Safety will never consist merely 
of the protection of machinery. There 
is always the human factor which 
must be taken into account. Not un- 
til men and women can be taught how 
to work safely, not until their re- 
actions have been speeded up to the 
speed of modern industry, can the 
distressingly large number of indus- 
trial accidents be satisfactorily cut. 

oO 

66 HE ability to escape accident 

in a world of gigantic machin- 
ery is an acquired art. A short time 
ago our board considered compensa- 
tion for a boy whose right hand had 
been cut off by a paper cutter. The 
boy had worked in the printing shop 
for some time; he knew that there 
was a cutter over the table, yet, one 
day he thoughtlessly leaned on the 
table, and because of this thought- 
lessness he lost a hand. It is just such 
accidents which are the most tragic. 
The paper cutter is a dangerous, but 
a necessary, tool; it will continue to 
be dangerous as long as workers fail 
to learn how to work safely. 


“My department maintains a staff 
of lecturers who are continually 
traveling throughout the state, teach- 
ing and exhorting workers to work 
safely. During the past year, we have 
co-operated with the Merchants’ As- 
sociation of New York in their safety 
campaign, by sending inspectors to 
all firms who requested this service. 
There is no question but that our 
safety work is bearing fruit. But 
there is even a bigger job ahead than 
the one we have already accom- 
plished. 

“Although machine accidents have 
decreased, there has not been a cor- 
respondingly good record made for 
the class of accidents which are the 
direct result of poor housekeeping 
methods. Slips, falls and similar ac- 
cidents, although most of them are 
distinctly preventable, have been 





swelling the list of compensative ac- 
cidents. The campaign to decrease 
this class of accident must be largely 
an educational one. 

“The Bureau of Industrial Hy- 
giene is now carrying on important 
educational work. The safety cam- 
paign which is being sponsored by 
the labor unions is a part of their 
program. One of the most important 
phases of the Bureau’s work is the 
analysis of accident records. Every 
morning, experts from the depart- 
ment go into the mail room and be- 
fore the mail is sorted for depart- 
ments, they read all reports on acci- 
dents. Notes are made of all pre- 
ventable accidents, and these are filed 
for future reference. From time to 
time the Bureau prepares special bul- 
letins in which a complete analysis is 
made of accidents occurring in cer- 
tain industries, and methods of pre- 
vention are suggested. No cure is 
ever possible until the cause is 
known, and the work of the Bureau 
is to discover causes. 

soa 


66D ESIDES our work in accident 
prevention, we are also vitally 
interested in the prevention and cure 
of occupational diseases. So far, it 
seems that as soon as we find a meth- 
od for combating one disease, that 
another disease is created because ot 
a new process. The regulation of 
spray painting, for example, has for 
some time been before the labor de- 
partments of many states. Spray 
painting is an extremely practical and 
profitable method of applying paint 
to certain surfaces. However, with 
the introduction of spray painting, 
workmen were subjected to a new 
occupational hazard. During the 
spraying process, the air the worker 
must breathe is polluted with parti- 
cles of paint. Obviously, the way of 
coping with this situation was to de- 
vise a method of clearing the air of 
the dangerous particles. The labor 
department and the Industrial Board 
have been working on this problem 
for several years, and have had the 
co-operation of the painting industry 
in effecting experiments. As a result 
of these experiments and of other 
tests, the Industrial Board has dis- 
covered a safe and economical way 
of reducing the hazard. Within a 
short time the Industrial Board will 
be justified in demanding that spray 
painting be done in a way which will 
not only purify the air which work- 
men must breathe, but, at the same 
time, give more efficient results. 


“A large proportion of our most 
valuable work is done with the co- 
(Continued on Page 33) 
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Investments of Insurance Companies 


Analysis of Policy of Placing Large Amounts of Surplus Funds In 
Common Stocks with Special Reference to the Depression of 1929-30 


From an Address Delivered at the Recent Convention 
of the Federation of Mutual Fire Insurance 
Companies 


By ROBERT WIESE 

of the Research Department of Scudder Stevens and 
Clarke, Boston, Mass. 
LTHOUGH considering in this 

A paper the investment policy of 

insurance companies, especially 
in the light of developments during 
the last year, I will not take up a great 
deal of my allotted time in discussing 
the necessity of maintaining a sub- 
stantial proportion of your assets in 
a liquid state with a view to the 
prompt payment of claims—impor- 
tant as such a factor is. Rather than 
that I will devote the major part of 
my attention to the position of com- 
mon stocks in the investment policy 
of insurance companies, especially in 
relation to such unpleasant happen- 
ings as occurred in 1929, 

The reason for doing this is two- 
fold. First, it will be noticed that 
during the past five years and most 
particularly in 1928 and 1929 fire in- 
surance companies and also casualty 
companies have increased their in- 
vestments in common stocks very sub- 
stantially. The twenty-five largest 
fire companies, for example, had in 
the aggregate an average investment 
in common stocks of approximately 
22% for the period of 1903-1929. At 
the end of 1929, however, they were 
about 34% invested in equities. The 
major portion of the increase in this 
percentage took place in 1929. In 
fact, only recently I came across the 
case of a company which had in- 
creased its investments in common 
stocks from 20% to over 50% in 
July, August, and September of last 
year. Of course, that case was the 
unfortunate exception, and in most 
cases the increase in equity holdings 
took place in the last two months of 
the year. But even such good for- 
tune has not yet proved exactly prot- 
itable and that brings me to my sec- 
ond reason for believing that you are 
primarily interested in what attitude 
to take with respect to common 
stocks. That is, I believe there is 
nothing that so completely and pain- 
fully stimulates a man’s curiosity with 
respect to a given security or class 
of securities as to purchase it and 
subsequently discover that other 
holders are selling it at much less 
than his purchase price. 

There must, on the other hand, be 
a few of you who escaped the lure 





WHY RESERVES MUST BE KEPT UP 
Fire, Casualty or Compensation Losses in Cases Such as This Must Be Paid from 
Funds That Good Insurance Companies Know Should Be Safely Guarded 


of the market and are still content 
with negligible proportions in com- 
mon stocks—but even such of you to 
whom this last qualification may ap- 
ply, will, I hope, be interested in what 
[ have to say, as you undoubtedly 
must have spent much of last year 
questioning the wisdom of your con- 
servatism, and you have probably 
spent some little time this year won- 
dering if now were not the time to 
change from your so-called conserva- 
tive policies and to become interested 
in common stocks. 


Sorry 


ET us begin, then, by examining 
L the past history of insurance 
company investing in regard to this 
question and see whether or not the 
increased popularity of stocks is jus- 
tified by past performance. 

For my data, I am using the fig- 
ures on the twenty-five largest stock 


companies from 1903-1927, 1903- 
1929, and 1929 itself. I would like 
to be able to talk to you from your 
own experience, but this data was so 
readily available to me in usable form 
that it simplified my task consider- 
ably. 

In order to show you these results 
I am using three charts. 


Chart No. I indicates the invest- 
ment history of these companies from 
1903 to 1926. The bottom scale rep- 
resents the percentage invested in 
common stocks, and it ranges from 
zero per cent. on the extreme left up 
to fifty per cent. on the right. The 
vertical scale represents the average 
annual investment return on_ their 
total invested assets, ranging from 2 
per cent. up to approximately 7 per 
cent. at the top. The line shown on 
the chart represents a rough estimate 
of the trend line of the investment 
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policies and results of the individual 
companies. 

The trend line shows that the 
higher the percentage in common 
stocks, the higher the investment re- 
turn. The company with the highest 
investment return, the Continental 
Insurance Company, which is No.6 
on the charts, had an average annual 
return of 6.37 per cent. throughout 
that period, while the company with 
the lowest investment return netted 
only approximately 3.60 per cent. per 
annum, a difference of 2.77 per cent. 
You will appreciate the importance 
of that differential when you remem- 
ber that it is a percentage that is com- 
pounding itself for 23 years to the 
advantage of the Continental Insur- 
ance Company as opposed to Com- 
pany No. 14. Of course, you will no- 
tice that the company with the high- 
est percentage in common stocks did 
not receive the highest investment re- 
turn, but it did receive the third 
highest. Contrariwise, the company 
with the lowest percentage invest- 
ment in common stocks did not re- 
ceive the lowest investment return, 
but it received the third lowest. 

There is one other interesting thing 
that this chart shows and that is the 
importance of skill in investment 
management. Let us look at these 
few companies in the lower left hand 
corner of the chart for a minute. 
We might call them the bond com- 
panies, since the company with the 
largest proportion in common stocks 
was only investing ten per cent. of 
its funds in equities. The company 
with the highest investment return, 





No. 11, the Glens Falls Insurance 
Company, received an average an- 
nual investment return of 4.75 per 
cent., which is 1.20 per cent. greater 
than the return received by Company 
No. 14. That probably is due pri- 
marily to management, inasmuch as 
all of these “bond” companies were 
investing. approximately the same 
percentage of their assets in equities. 

Going over to what we might call 
a middle group, that is, companies 
which, on the average, were invest- 
ing approximately 25 per cent. in 
common stocks, we find that the dif- 
ference between Company No. 10 
and Company No. 1 is now 1.40 per 
cent. When we come up to the com- 
panies which were very heavily in- 
vested in equities, ranging from 40 
per cent. to 50 per cent., we find that 
the difference between the Continen- 
tal and the company with the poorest 
showing of the “equity” companies 
is well over 2 per cent. In other 
words, although it is true that the 
higher the percentage in common 
stocks, the greater has been the op- 
portunity for making money, it is also 
true that the higher the percentage 
in common stocks, the greater the 
variation in investment results and 
the more importance management 
assumes. 

oon 


HART No. II, showing the re- 
lationship of the average annual 
investment return to the average in- 
vestment in common stocks for the 
period of 1903-1929 inclusive carries 
history thru three additional years to 





include the inflation and panic of 
1928 and 1929. It does not differ 
materially from Chart No. I. When 
I prepared this chart, I was some- 
what surprised by the results, be- 
cause I thought that the panic of last 
year would lower the trend line below 
that of Chart No. I. Instead, it is 
evident that the two and one-half 
years of rising security prices more 
than offset the decline which took 
place from September to December 
of last year. In this case, Company 
No. 20, the company with the best 
average annual investment return, 
6.8 per cent., was a full 3 per cent. 
better off than the company with the 
poorest investment return, and the 





Key To CoMPANIES SHOWN ON 
Cuarts I, II anp III 
Company. 
Aetna Insurance Company. 
American Insurance Company. 
Automobile Insurance Company. 
. Boston Insurance Company. 
. Connecticut Fire Insurance Com- 
pany. 
. Continental Insurance Company. 
. Fidelity Phenix Fire Insurance 
Company. 
. Fire Association of Philadelphia. 
. Firemen’s Fund Insurance Com- 
pany. 
. Firemen’s Insurance Company of 
New Jersey. 
1. Glens Falls Insurance Company. 
. Globe & Rutgers Fire Insurance 
Company. 
13. Great American Insurance Com- 
pany. 
14. Hartford Fire Insurance Com- 
pany. 
15. Home Insurance Company. 
16. Insurance Company of North 
America. 
17. National Fire Insurance Com- 
pany. 
18. National Liberty Insurance Com- 
pany. 
19, Niagara Fire Insurance Company. 
20. North River Insurance Company. 
21. Phoenix Insurance Company. 
22. Queen Insurance Company. 
23. St. Paul Fire and Marine Insur- 
ance Company. 
24. Springfield Fire and Marine In- 
surance Company. 
25. United States Fire Insurance 
Company. 
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company which had the least amount 
in common stocks, No. 22. That 3 
per cent. again represents the figure 
which was compounding itself for 
nearly a quarter of a century to the 
advantage of Company No. 20, and 
the significance of that, of course, 
will be very evident to each of you 
when you figure it in terms of the 
amount of money which your respec- 
tive companies are handling. I do 


not need to remind you that that dif- 
ferential means that Company No. 20 
could have paid out each year in divi- 











-dends the full investment earnings on 

a percentage basis of conservative 
Company No. 22, and still have re- 
invested enough to have doubled its 
original principal over the indicated 
period without the addition of new 
capital. In terms of mutual insur- 
ance this obviously means an im- 
mense competitive advantage since it 
implies larger dividends and hence 
cheaper insurance to policyholders as 
well as greater protection, factors 
which no aggressive insurance execu- 
tive can afford to overlook. 


The company with the best invest- 
ment return in Chart No. II is the 
North River. The Continental is No. 
6 and the Fidelity-Phenix is No. 7. 
Over on Chart No. 1, Company No. 
20 is the North River and Company 
No. 7 the Fidelity-Phenix. It is in- 
teresting that the Continental and Fi- 
delity-Phenix are high on _ both 
charts, as both companies are known 
for their investment research depart- 
ment. 


Again, we can draw the same con- 
clusion from this chart with respect 
to the importance of management 
that we drew from our first chart. 
The difference between the average 
annual investment return of Com- 
pany No. 11, the Glens Falls Insur- 
ance Company which is still the com- 
pany with the best investment return 
in the low stock group and Company 
No. 22, is much less than ‘the differ- 
ence in investment return of the 
North River Insurance Company and 
Company No. 24, the companies hav- 
ing the best and worst results of the 
high stock group. This again seems 
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to indicate that the greater the per- 

centage invested in common stocks, 

the more importance must be at- 

tached to investment management. 
OOD 


HEN we come to Chart No. 

III, however, which depicts the 
relationship of the investment return 
for the single year 1929 to the per- 
centage invested in equities, we do 
not find such an excellent correla- 
tion between the percentage invested 
in common stocks and the average 
annual investment return. In fact, I 
was unable to draw any correlation 
line at all, but if we were to have 
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computed one, I am quite sure that it 
would be a negative correlation. 

This chart is on a different scale 
than the preceding ones so that they 
are not quite comparable. The dark 
line here represents the line of zero 
investment return, and I had to put 
that in to allow for two unfortunate 
companies which showed deficits dur- 
ing the year. It is interesting that 
one of those companies should be a 
bond company. The other company, 
which was over 50 per cent. invested 
in common stocks, really doesn’t be- 
long on this chart, it belongs very, 
very far down, too far for me to put 
on the chart. It showed a loss during 
the year of nearly 26 per cent. on 
its invested assets. I am at a loss 
to explain this showing but I believe 
it was due to the fact that the com- 
pany in 1928 liquidated a very sub- 
stantial proportion of their holdings 
in common stocks, possibly in the be- 
lief that stocks were high enough. 
Apparently, in 1929, the company did 
not have the courage of its convic- 
tions, for it increased its equity hold- 
ings again materially and, unfortu- 
nately, too soon. 


There is, as I said, practically no 
distinct correlation. Of necessity, if 
it were computed it would probably 
be a curved line, curving up in the 
middle and going distinctly down, 
being pulled down, of course, by 
Company No. 18. The company with 
the best investment return, No. 11 
again, the Glens Falls, earned last 
vear somewhat in excess of 7 per 
cent. on its total invested capital and, 
at the end of the year, was approxi- 
mately 25 per cent. invested in com- 
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mon stocks, showing that it has defi- 
nitely left the bond group in which 
we found it on our two preceding 
charts. 

Average annual return in all these 
instances includes appreciation and 
depreciation in market value of se- 
curities as well as taken profits and 
losses. It, of course, also includes 
dividends, interest and accruals. 

Chart No. III, to a certain extent, 
contradicts Charts I and 11. Of 
course, I might say the 1929 chart 
represents a short-term point of view 
and the others a long-term point of 
view and let it go at that, but unfor- 
tunately, Chart No. III represents 
nearly a 50 per cent. decline in com- 
mon stock prices, and a decline of 
such magnitude is not a short-term 
matter in any sense of the word. 
Consequently, to a certain extent, to 
my mind, this chart does repudiate 
partially those we first examined, or 
at least its interpretation seems to lie 
in the fact that we will have to modify 
the common stock theory about which 
we heard so much in 1928 and 1929. 
My reason for saying this is that I 
believe the panic of 1929 was due to 
the fact that the common. stock 
theory violated one of the most funda- 
inental laws of investment and that is 
that an investment represents the 
ownership of future income, a state- 
ment which is fairly obvious. Its 
corollary is a little more difficult, 
however, namely that if a security 
represents the right to future income, 
then the value of any security, 
whether a stock or a bond, is the sum 
ef all future interest payments or 
dividend payments which may be ex- 
pected, discounted at the current rate 
of interest. Now, I think that prob- 
ably will need a little clarification, 
and so I have taken the liberty of 
offering you here a very simple ex- 
ample and I hope you will pardon its 
elementary nature. 
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per cent. 3-year bond represents the 
ownership of 4 things. First, a cou- 
pon for $5.00 in our first year; sec- 
ond, a coupon for $5.00 in the sec- 
ond year; an additional $5.00 in the 
third year, and $100 in the third year. 
Of course, none of those items is 
worth its face value due to the fact 
that it represents a future payment. 
Let us, therefore, regard each of 
them exactly as your personal note 
would be regarded if you took it to 
a bank to be discounted, and let us 
assume that we are the bankers and 
are going to discount each of these 
four notes which make up the bond. 
We would discount the $5.00 for one 
year—by multiplying it by .952, which 
is the 5 per cent. one year discount 
factor—and would arrive at a value 
of $4.76. That is to say that $4.76, 
at 5 per cent. for one year equals 
$5.00. Our second payment we 
would discount for 2 years, arriving 
at a value of $4.53. The third pay- 
ment and the repayment of principal 
we would discount for 3 years, arriv- 
ing at values of $4.31 and $86.40 re- 
spectively. The sum of the present 
values of each payment equals 
$100.00, which is obviously the right 
auswer. 

That is what I mean when I say 
that the value of any security is equal 
to the sum of its future payments 
discounted at the current rate of in- 
terest. The mathematics of it, of 
course, is simply bond discount tables, 
with which I presume you are more 
or less familiar. 

Now, there is no reason why we 
can’t apply this logic and this thought 
to common stock prices. Of course, 
you will instantly say that we don’t 
know what the dividends are. Well, 
I might say we don’t always know 
what interest payments will be, either, 
but we can estimate our dividend pay- 
ments and from those ¢stimates we 
can calculate with mathematical pre- 


PRELIMINARY TABLE SHOWING COMPUTATION OF VALUE OF 3 YEAR 5% Bonpb 
INTEREST RATES AT 5% 





Income Discount Present 
Year Receivable X Factor = Value 
reer 5.00 X 952 = $ 4.76 
OS Sr re ee 5.00 4 .907 = 4.53 
MEE Sina iwuaneboede es 5.00 D4 864 = 4.31 
Rees 100.00 xX 864 = 86.40 
Present Value of Bond............ = $100.00 


HE Preliminary Tables illus- 

trates the case of a 3-year 5 per 
cent. bond, the risk factor in which 
is such that it is entitled to sell on a 
5 per cent. basis. Quite obviously, a 
5 per cent. bond, when interest rates 
are 5 per cent., is worth $100. The 
proof of this, however, may make 
clear some of the things I wish to 
talk about in a few minutes. Our 5 


cision a given value 
a class of securities. 

Now, if you will let me use this 
attack on our problem, I will try to 
point out why it was that 1929 proved 
such a disastrous year for common 
stock investing, and I am going to 
show you exactly what the stock 
market last year was demanding of 
American industry. 


for a security or 





Let us assume that in August and 
September of last year it was pos- 
sible for us to buy on the New York 
Stock Exchange a stock for $100 
which had an earning power of $5.60. 
My reason for specifying that earn- 
ing power is that in July and August 
of last year the Dow, Jones average 
was selling on an earnings-to-price 
ratio of 5.60 per cent. In other 
words, this hypothetical stock which 
[ would have you buy has exactly 
the same earnings-to-price ratio as 
the Dow, Jones average, and we will 
say that the stock is engaged in Gen- 
eral American Business. Since it is 
customary for most companies to pay 
approximately sixty per cent. of their 
earnings out in dividends, let us as- 
sume that this hypothetical stock will 
do likewise. Sixty per cent. of $5.60 
earnings would represent a dividend 
payment of $3.36. That dividend 
payment, of course, represents a yield 
of 3.36 per cent., and, obviously, no 
investor would be content with such 
a yield, particularly when high grade 
bonds could have been obtained on a 
5 per cent. basis. Consequently, he 
must have been expecting increased 
remuneration in the future. 


a ag 


N these calculations I have left out 

entirely the idea of buying a stock 
in the hopes of selling it to someone 
a bit more speculative at a higher 
price later. I have based them en- 
tirely upon the fundamental earning 
power which should underlie all in- 
vestment ideas. By these tables I 
mean to show you approximately 
what investors must have been ex- 
pecting last year. Table I for 1929 
conditions has been prepared for an 
assumed rate of growth of 10 per 
cent. Beginning with $3.36 in our 
first year and assuming that that rep- 
resented the perpetual dividend rate 
of the company, that stock was worth, 
on a 5 per cent. basis, $67.20. That 
statement, of course, is obvious, due 
to the fact that 5 per cent. of $67.20 
is $3.36; so that an investor content 
with a 5 per cent. yield would have 
been willing to have paid $67.20 for 
this stock, which was on the market 
for $100.00. 


Assuming, however, that Ameri- 
can growth sets in at the rapid rate 
of 10 per cent. and that in 1930 the 
dividend paying power of the com- 
pany has increased to $3.70, we then 
have a stock which in 1929 paid out 
$3.36, which in 1930 increased its 
dividend to $3.70. Assuming, now, 
that this increased dividend is the 
permanent one which will prevail ina 
the future, the 1929 value of that 
stock was $73.68. Continuing the 











process another year, we find that an 
additional. increase of 10 per cent. 
results in our having bought a com- 
pany which paid $3.36 in the first 
year, $3.70 the second, and in the 
third year raised its dividend rate to 
$4.07, which we assume as a per- 
petual dividend. Such a stock would 
have been worth $80.39. Continuing 
this process on until 1934, we find 
that after five consecutive increases 
of 10 per cent., we at last have estab- 
lished a dividend paying power which 
would have justified prices back 
in 1929, 


Now, at first glance, it will appear 
as if this table is being based entirely 
on dividends. Actually, it is based 
primarily on earnings. If, for ex- 
ample, a company which was earniuz 
$5.60, paid no dividend, or if it paid 
a dividend of $1.00, we should still, 
I believe, assume for the purposes of 
these tables a nominal dividend pay- 
ment of $3.36, since its earnings rep- 
resented a dividend paying potential- 
ity of, let us say, 60 per cent. of its 
earnings. 


To make this table, which probably 
seems complicated to you now, very 
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simple, we can read it as follows. In 
1929, the stock market assumed a 10 
per cent. rate of growth for five years 
in order to justify prices. If growth 
went beyond that point, true profits 
would begin to accrue to the inves- 
tor due to the fact that by the fifth 
year the investment would have dem- 
onstrated a value 2.5 per cent. 
greater than the 1929 price. That is, 
of course, the 1929 value after the 
fifth year of development was worth 
more than the 1929 price. 


Now, a 10 per cent. rate of growth 
was considered in financial magazines 
and writings two years ago as quite 
the thing for American industry. If 
you will stop and think a minute, 
however, you will realize that a 10 
per cent. rate of growth implies that 
earnings will double every 7.5 years. 
When you realize what it would mean 
if the earning power of our leading 
corporations doubled every 714 years, 
you will begin to understand how ab- 
surd this table is. 


If it is absurd, let us recompute it 
for smaller rates of growth. Tables 


TasLe No. I—1929 Conditions—Rate or GrowtH—10% 


Relationship of 1929 value 
to price based on growth 
until year indicated and sta- 


% Earned Yield on _ bility thereafter. Capitalized 
Year on 1929 Price 1929 Price at 5% 
1929 . 5.60% 3.36% 67.20% 
1930 6.16 3.70 73.68 
1931 6.78 4.07 80.39 
1932 7.45 4.47 87.30 
1933 8.20 4.92 94.71 
1934 5.42 102.55 
TABLE No. 1I—1929 ConDITIONS—RATE OF GROWTH—71%4% 
1929 5.60% 3.36% 67.20% 
1930 6.02 3.62 72.15 
1934 8.05 4.83 92.50 
1936 9.30 5.58 103.42 
Tas_e No. I1I—1929 Conpit1ons—RatTE OF GrowTH—5% 
1929 5.60% 3.36% 67.20% 
1930 5.88 3.53 70.44 
1934 7.15 4.29 83.27 
1936 7.89 4.74 89.82 
1940 9.59 5.75 102.52 
Taste No. IV—1929 Conpitions—RaTE oF GRowTH—2%4% 
5.60% 3.36% 67.20% 
1930 5.75 3.45 68.92 
1934 6.35 3.81 74.99 
1936 6.66 4.00 77.75 
1940 7.36 4.42 83.03 
1957 11.20 6.72 100.37 


*The 1929 value is based on the assumption that the dividend of the year indicated 
has been preceded by continually increased dividends at the stated rates of increase, and 
will continue as a constant amount forever. Thus, for example, if the dividend yield in 
Table I rose from 3.36% to 3. 70% to 4.07% in 1931 and remained at 4.07% forever after, 


the true value of that stock in 1929 would be 80.39% of its 1929 price. 


To obtain a true 


value on a yield basis which would justify the 1929 price, it would be necessary for the 
10% rate of growth to continue into 1934, when, if we regarded 5.42% as the final yield, 
the 1929 value would be 102.55% of the 1929 price. 
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II, III and IV for 1929 conditions il- 
lustrate the effects of reducing the 
growth prospects. These tables are 
abbreviated somewhat to eliminate 
the intermediate years, but they 
should be read in exactly the same 
way as Table I. Thus, Table ITI, for 
example, indicates that the stock mar- 
ket in 1929 was discounting a 5 per 
cent. rate of growth on into 1940 in 
order to justify prices. Of course, 
when you are discounting something 
for 11 years in advance, you must 
have a great deal of confidence in the 
future, and while it may be war- 
ranted, certainly the risk is very 
great. The danger of buying stocks 
in 1926 and 1927, when they were 
selling at their then peak prices, was 
that the earning power of 1926-27 
might not be maintained, and if 1928 
and 1929 had been depression years, 
it is quite probable that in the early 
thirties we would get back to the 
1928 levels. 

The danger of buying stocks in 
1929 was not only that the phenome- 
nal earnings of 1929 might not be 
maintained but that a perfectly fan- 
tastic rate of growth, projected for a 
fantastic length of time, might not 
come about. It becomes doubly ab- 
surd when you realize that these de- 
mands were made, not to secure a 
phenomenal investment return, but 
simply to secure a normal 5 per cent. 
In other words, there was very little 
compensation for the assumption of 
the risks involved. 


Soy 


HESE charts seem to me to give 

a better explanation of last year’s 
panic than anything else that I know 
of. The economic maladjustments 
which began to arise last year, such 
as ‘over-production in certain lines, 
high interest rates, high brokerage 
loans and all such factors, could and 
unquestionably would have caused a 
very substantial decline in the mar- 
ket, but I don’t believe we would have 
had the catastrophe we did have un- 
less they were coupled with some- 
thing much more fundamentally un- 
sound, and that is that stock prices 
bore no reasonable relationship at all 
to fundamental values. Consequently, 
it seems to me that the common stock 
theory was to a certain extent in error 
and should be modified. 


That theory was, as you undoubt- 
edly realize, based on reasoning 
which may be summarized about as 
follows: Common stocks represent 
actual ownership of companies and 
therefore have a claim on the entire 
residual earning power of those com- 
panies. This earning power tends to 
grow. First, because leading cor- 
porations tend to grow in size by par- 
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ticipating in the growth of the coun- 
try. Second, because common stock 
holders profit by the issuance of 
bonds since the majority of com- 
panies which we consider available 
for investment are able to earn more 
than their interest charges on bor- 
rowed capital. Third, probably most 
important, corporations are able to 
reinvest very profitably the undis- 
tributed portion of their earnings. 
The statistical studies of Mr. Rose, 
of our organization, with which I am 
sure many are familiar, demonstrate 
that the average annual appreciation 
in stocks corresponds very closely 
with the average annual reinvestment 
of earnings. A fourth reason is that 
the finest business brains of the coun- 
try as exemplified by managements 
and research departments are work- 
ing for the benefit of common stock 
holders. Therefore—and the rea- 
soning becomes less accurate,—an in- 
vestment program in common stocks 
is inherently the soundest approach 
to investment problems. This conclu- 
sion was sound until it was so gen- 
erally accepted that the price factor 
became of more importance than the 
underlying growth trend as is evi- 
denced by the tables. Our restated 
theory must in my opinion be based 
upon identical reasoning, but has as 
its conclusion that the earning power 
underlying common stocks will, 
therefore, tend to increase over a pe- 
riod of time, and if common stocks 
can be purchased on a reasonable 
price basis they will tend over a pe- 
riod of time to prove the most profit- 
able investment medium. The theory 
stated in this way explains the reason 
underlying the improved investment 
showing of companies favoring com- 
mon stocks as shown in Charts I and 
II and also offers a reasonable ex- 
planation for the lack of correlation 


of Chart ITI. 


Our next problem is to face 1930 
and 1931 conditions and, consequent- 
ly, I have tried to draw up some 
tables which we may use as compar- 
able to those for 1929 conditions. 
Obviously, conditions have changed 
a great deal in the past year. Four- 
teen months ago, the Dow, Jones 
average, which is pretty generally ac- 
cepted as a market indicator, was 
practically at $400.00. It was about 
$398.00 on September 6, I believe, 
last year. Today, it is $195.00, a 
shrinkage in stock prices of almost 
exactly 50 per cent. 





The year 1930, instead of bearing 
out the idea of earnings increasing 
10 per cent. a year, will see a shrink- 
age in earnings of approximately. 35 
per cent., possibly more, possibly less, 
but I think that is a fair average on 
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which to work. That being the case, 
both the earnings and the price factor 
have changed, so that if we were now 
to go and buy our hypothetical stock 
for $100.00, we would be able to pur- 
chase, instead of $5.60 earnings, 
$6.67 worth of earning power. In 
other words, the stock market has 
gone down materially more than the 
earnings of industry. 





crease, but I believe it is a fairly 
reasonable assumption that some 12- 
month period in the very near future 
will show a recovery from our pres- 
ent depression, at least to that extent. 
What, then, are stock prices discount- 
ing today with respect to future earn- 
ings ? If we can purchase for $100.00, 
$6.67 worth of current earning 
power, on the assumption that cor- 


Tas_e No. I—1930 Conditions—Rate or GRowTH—10% From 1931 


Relationship of present value 
to price based on growth 
until year indicated and sta- 





% Earned Yield on _ bility thereafter. Capitalized 

Year on Present Price Present Price at 5% 

1930 6.67% 4.00% 80.00% 

1931 7.69 4.61 91.62 

1932 8.46 5.08 100.15 
TABLE No. II—1930 Conpit1ons—Rarte or GRowtTH—7'%2% From 1931 

1930 6.67% 4.00% 80.00% 

1931 7.69 4.61 91.62 

1932 8.27 4.96 97.97 

1933 8.89 5.33 104.36 
Taste No. III—1930 Conpitions—Rate or GrowrH—5% From 1931 

1930 6.67% 4.00% 80.00% 

1931 7.69 4.61 91.62 

1932 8.08 4.85 95.97 

1933 8.48 5.09 100.12 
Taste No. 1V—1930 Conpitions—Rate or GRowTH—2'%4% From 1931 

1930 6.67 4.00 80.00 

1931 7.69 4.61 91.62 

1932 7.88 4.73 93.80 

1933 8.08 4.85 95.87 

1934 8.28 4.97 97.85 

1935 8.49 5.09 99.73 

1936 8.70 5.22 101.67 

TABLE V 


Time NECESSARY FOR A GIVEN RATE OF GROWTH TO CONTINUE IN ORDER TO 
Justiry Stock PRICES 


Rate of 
Growth 1929 Conditions 1930 Conditions 
10% until 1934 or 5 years until 1932 or 2 years 
7% until 1936 or 7 years until 1933 or 3 years 
5 until 1940 or 11 years until 1933 or 3 years 
2% until 1957 or 28 years until 1936 or 6 years 


If, for our tables, we are to project 
growth into the future, the question 
comes up at once as to whether or not 
it is fair to use 1930 as our starting 
point or base year. Most of you I 
think will agree that 1930 is probably 
as abnormal a year as 1929 and, to 
be perfectly fair, it is probable that 
we should use a year of partial re- 
covery as a basis from which to pro- 
ject the underlying growth which un- 
questionably exists in American in- 
dustry. Consequently, I have as- 
sumed, somewhat optimistically, per- 
haps, that 1931 will show a recovery 
from this 1930 depression in earning 
power of 15 per cent. This would 
bring earnings back to about the 
1925-26 level, and they would still be 
approximately: 25 per cent. under the 
1929 level. 


SSA> 


HAVE, then, constructed Tables 
I to IV for 1930 conditions from 
1931 as a base for growth in earnings 
assuming a 15 per cent. increase in 
1931 over 1930. Of course, it may 
be that 1931 will not show that in- 


porations pay out 60 per cent. of their 
earnings, we can buy high grade 
stocks, or rather, we can buy a diver- 
sified list of stocks of American in- 
dustry to yield 4 per cent. That fig- 
ure would allow also for dividend re- 
ductions which are becoming more 
in evidence every day. Assuming a 
15 per cent. increase in 1931, the divi- 
dend paying power would be in- 
creased to $4.61, from which we con- 
tinue growth at 10 per cent., as is 
shown in Table I for 1930 conditions, 
and we find that in 1932 the dividend 
paying power might have gone up to 
$5.08. In other words, stock prices 
today are assuming a partial recovery 
in 1931 and then growth in American 
industry for but one year. 


However, we decided that a 10 per 
cent. rate of growth was absurd. It 
is less absurd in 1930, however, than 
it was in 1929, due to the fact that 
we are beginning from a much lower 
base. The research department of 


Scudder, Stevens & Clark has been 
trying to find an answer to the ques- 
tion of what rate of growth we may 











. expect from industry, and although 
our studies are not yet complete, the 
preliminary results indicate that an 
average list of companies such as you 
might have picked for investment 
have grown in true earning power, 
after making allowances for increased 
capital and changes in capitalization, 
by somewhat slightly over 4 per cent. 
per year for the period of 1903 to 
1929. If we eliminate the years of 
excessive growth, 1928 and 1929, our 
growth rate is reduced to approxi- 
mately 3.75 per cent. 

Let us assume, though, that we can 
do a little bit better than the average, 
since the companies from which those 
figures were compiled include not 
only General Electrics but also Amer- 
ican Woolens and similar failures 
from an investment standpoint. Let 
us assume we can do a little better 
than the average and that a five per 
cent. growth in earning power is a 
reasonable rate to expect over a pe- 
riod of time from companies in which 
we might decide to invest. In that 
case, stock prices today are discount- 
ing a partial recovery in 1931 and a 
5 per cent. growth for three addi- 
tional years, or until 1934. 

Now, please don’t misread these 
tables to say that this represents our 
estimate of future earnings or future 
dividends and note the dates and the 
dividends and then in 1934 point out 
our error, because these tables sim- 
ply mean that stock prices are ex- 
pecting a certain performance and our 
conclusion from it is that this per- 
formance is not too much to expect, 
especially in contrast with 1929. 

I have in Table V tried to draw a 
comparison of 1929 and 1930 stock 
prices from the standpoint of what 
they are expecting of American in- 
dustry. In 1929, the stock market 
was discounting a 10 per cent. rate of 
growth for 5 years. In 1930, it is 
discounting it for 2 years. In 1929, a 
714 per cent. rate of growth was be- 
ing discounted for 7 years; in 1930 it 
is being discounted for 3 years. A 5 
per cent. rate of growth in 1929 was 
being discounted for 11 years; today 
it is being discounted for 4 years. 
A 24 per cent. rate of growth in 1929 
was being discounted for 28 years; 
today it is being discounted for only 
6 years. 

Certainly, on the basis of these fig- 
ures, the stock market looks deflated, 
and I think that these tables are in 
general agreement and support the 
ideas expressed in other forms to the 
effect that stocks are today possibly 
in what we might term a buying zone. 
They are, however, still discounting 
something in the future and conse- 
quently they cannot be bought indis- 
criminately. 
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I have used this method to show 
you one possible way of judging the 
stock market and I think that if it 
were more generally used, we might 
possibly avoid a panic such as oc- 
curred in 1929, for it is a mathe- 
matical way of keeping both feet on 
the ground. That is, if investors 
would occasionally look at the aver- 
age condition of the stock market and 
would construct, either mentally or 
actually, tables such as this and see 
what stock prices were asking of the 
future, they might be able to come to 
the conclusion that, after all, 1940, 
which was then 11 years away, was a 
little bit long to wait, for, obviously, 
the greater the length of time, the 
greater is the risk of unforeseen con- 
tingencies. 

DOa> 


W* might also use these tables, 
or rather, this method of thought, 


by applying it to industries or to in- 
dividual companies. For example, 
we could say the public utilities today 
are selling very high on earnings and, 
by constructing a table such as this, 
we would see approximately what 
they are expecting of the future. And 
when we bore in mind the fact that 
although the use of electricity was 
growing at a very fast rate, the super- 
visory activities of public utility com- 
missions were also growing at per- 
haps an equal rate, we might wonder 
very much whether, at some time in 
the future, the earning power would 
have grown as much as we ex- 
pect it to. 


We might also apply this same 
method of thought to an individual 
company. For any given company 
we could construct two such tables, 
one demonstrating the very best per- 
formance we thought probable, and 
the other the least favorable perform- 
ance which was still reasonable. We 
would then have sort of a maximum 
and minimum range within which to 
evaluate a given company. Of course, 


‘that is making an exact science of in- 


vestment, which it is not. It is after 
all a little foolish to try to compute 
the value of stocks to the last cent. 
The trouble is that although the 
tables are accurate to the last decimal 
point, they are based upon future es- 
timates and their accuracy will be no 
better than the accuracy and thought 
which goes into making up those es- 
timates of future earnings. It is for 
that reason that I think the tables 
have their greatest use from the 
standpoint of constructing them on 
the basis of, “This is what the price 
demands. Is it reasonable or is it 
not?” rather than to say, “This is 
what the company will do, it is worth 


$102.00.” However, I believe that 
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they would be useful if they were ap- 
plied and their limitations recognized. 
To be used, of course, would mean 
that most of the thought and energy 
of your investment committees would 
have to be devoted to estimating fu- 
ture earning power, and this can be 
done only through economic study 
and research. This research should 
be developed along two major lines ; 
the first, statistical work and the sec- 
ond, field work or actual contacts with 
various industries. The statistical 
work might in turn be divided into 
three sub-divisions. The first, is the 
study of general economic conditions 
and their bearing upon various phases 
of business activity. This is impor- 
tant information, not only for the 
background which it provides for 
other types of research work, but also 
it gives an important clue as to the 
attractiveness of common stocks in 
themselves. Having obtained this 
background the next most logical 
step would be to study the major in- 
dustries with a view to determining 
which have the greater possibilities. 
Much can be gained by this method of 
approach because it is very seldom 
that even the strongest and most at- 
tractive companies of an industry can 
successfully go against an unsatisfac- 
tory industrial trend. 


For example, if the oil industry had 
been carefully studied in the summer 
of 1926 it would have been noted 
that the production problem within 
the industry had become so funda- 
mentally unsatisfactory that there 
was little likelihood that individual 
oil companies which were dependent 
for their profits upon production 
would enjoy prosperity in the near 
future, even though the country as a 
whole might be extremely prosperous. 

Again, if a study of the merchan- 
dising field had been made in 1921 
and 1922, the possibilities of chain 
store expansion would have been 
recognized and an alert research or- 
ganization would have recognized 
that intensive study in individual 
companies in the chain store field was 
warranted by the industry study. We 
could have followed that chain store 
study on through until 1928, when, 
if we had applied the type of reason- 
ing which we used in constructing the 
tables to chain stores, we would have 
realized that they were discounting so 
many years of growth in the future 
that their investment merits were be- 
coming doubtful. Of course, I am 
now speaking from hindsight. 


owen 


HIS brings us to our next step in 
statistical research. After deter- 
mining more attractive industries we 
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should begin the financial study of the 
individual companies within those in- 
dustries. This is largely a question 
of financial strength and management 
which reveals itself through balance 
sheets and income accounts. If a 
company constantly improves its fi- 
nancial condition at a faster rate than 
its competitors and if its earnings 
likewise show that it is becoming an 
increasingly important factor in its 
field, it is almost certain that there is 
some underlying cause which is re- 
sponsible and which will continue to 
work to the advantage of that par- 
ticular company. Probably that fac- 
tor is management. There is a great 
danger that these studies will result 
in an excellent picture of past per- 
formance, a fair picture of present 
position, and almost no picture of fu- 
ture probabilities. In other words, 
every effort should be made in sta- 
tistical research to bear in mind the 
fact that what the investor wants is 
intelligent estimates of future earn- 
ings, and dividends. 


There are also certain other dan- 
gers in this type of statistical work. 
The first is that the figures may not 
be particularly reliable. We have 
cases which are ultra-conservative. 
A very obvious example is General 
Electric. There is probably no ques- 
tion but that their earnings are very 
substantially understated. That fac- 
tor, of course, has to be taken into 
consideration in analyzing securities 
from a statistical standpoint. 


Then there is also the less laudable 
possibility that occasionally com- 
panies overstate their earnings. With- 
in the last year we have had several 
cases of very prominent corporations 
listed on the New York Stock Ex- 
change in which new managements 
have been introduced and the first 
step the new management has taken 
has been to have a re-audit made of 
the books and earnings going back 
for as much as five years have been 
substantially written down from their 
reported figures. Without going into 
the moral side of such an affair, it is 
of course most unfortunate for the 
investor who has purchased securi- 
ties on the basis of reported figures. 


Soe 


ELPFUL as this information 

from statistical research may 
be, it is far from conclusive and needs 
to be checked with the business world 
itself, for it is primarily in trade cir- 
cles that new developments and new 
opportunities are most thoroughly 
understood. Moreover, balance sheets 
and income accounts need interpre- 
tation from the standpoint of actual 
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working conditions. Frequently in- 
dividual situations exist which nullify 
conclusions which appear obvious in 
the statistical laboratory. For ex- 
ample, if the comparative statistical 
study of leading companies had been 
made in 1926, the conclusion that 
Commercial Solvents was selling at 
an outrageously high price would 
have been unavoidable. If, however, 
the study had been supplemented by 
industrial field work, it would have 
been apparent that the developments 
just ahead of the company were more 
than sufficient to justify the price. 
Too frequently, however, investors 
are over-impressed with inside in- 
formation, which is derived directly 
from the trade and they neglect to 
check their information against 
knowledge and comparative figures 
which would be gained from statis- 
tical research. It is, therefore, only 
through a combination of all types of 
research that the investor is in a posi- 
tion to recognize growth which is ad- 
vantageously priced. Obviously, this 
research must be continuous for con- 
ditions are changing daily and it is of 
the utmost importance that the in- 
vestor gives recognition to current 
developments. Frequently also two 
companies are very comparable and 
may be found to be temporarily avail- 
able to investors on different terms. 
Under those conditions it is the func- 
tion of alert research to dictate a 
change. 


All this may seem to be abstruse 
economic theory, but I believe, that 
through this theory we have been 
able to reach certain valuable conclu- 
sions. 

First, we realize that over a period 
of time insurance companies have 
very decidedly gained by maintaining 
a proportion of their investment as- 
sets in equities. ' 


Second, at the present time stock 
prices are not demanding an un- 
reasonable amount of future growth. 
Consequently, I believe you would be 
justified in including a liberal per- 
centage of common stocks in your in- 
vestment accounts, and it is quite 
probable that, looking at present 
prices, the insurance companies which 
last year so substantially increased 
their investments in equities will, in 
the long run, profit materially by it. 

Third, that the effectiveness of 
such a program is enhanced if the 
fundamental relationship of price and 
value is constantly borne in mind. In 
order to establish this relationship it 
is absolutely necessary to recognize 
that investment research and intelli- 
gence are absolute necessities if capi- 
tal is to be managed efficiently, for 
through such research reasonable es- 


timates of future earning power will 
be made available, and on the basis 
of these estimates sound judgment 
can be brought into play. And, after 
all, in the last analysis, the reason 
that certain companies stand out on 
our charts as having had exceptional 
investment records is primarily the 
fact that they have had sound judg- 
ment supported by knowledge of 
fundamental factors. 

Note: In answer to a question 
concerning how much an insurance 
company should invest in stocks, Mr. 
Weise replied : 

“T should say that an insurance 
company which was fifty per cent. in- 
vested in equities was very liberally 
invested in stocks, due to the fact 
that such a large percentage of your 
reserves must be in a less fluctuating 
medium. 


“Further, I think approximately 
25 per cent. and possibly, consider- 
ing present prices, and the period of 
business depression, that 30 per cent. 
was conservative. On an average over 
a period of time, probably 25 per 
cent. was conservative.” 


Asked for his opinion concerning 
preferred stock, Mr. Weise said: 


“A preferred stock, to me, is very 
different from a common stock. It 
is primarily a bond. That is, I would 
classify securities as, first, fixed in- 
come earning securities, and second 
participating securities, and a pre- 
ferred stock is generally considered, 
as a fixed income bearing security 
and consequently it is comparable to 
a bond from the investment point of 
view. 

“As a rule, the companies in the 
lower left hand corners of Charts I 
and II which we considered as the 
bond group have had fairly sizeable 
investments in preferred issues. In 
other words, by selecting preferred 
stocks carefully, they have apparently 
had a somewhat better return than if 
they had invested in Liberty Bonds 
and Government securities exclusive- 
ly, although the return can not of 
course compare with that which was 
had from common stock programs. 
It is the success of common stock 
programs, I believe, which is respon- 
sible for the fact that investment in- 
come has on an average been more 
than twice as important as underwrit- 
ing income to fire insurance com- 
panies for the last twenty-five years. 
With respect to preferred stocks, you 
must remember that they combine the 
disadvantages of both classes of se- 
curities and the advantages of neither, 
because they lack the credit or the 
position of a bond, but they take its 


(Continued on Page 34) 











Woman Industrial 


Commissioner 
(Continued from Page 24) 

operation of industry. The confer- 
ence method was inaugurated soon 
after I became Industrial Commis- 
sioner, and it is now showing gratify- 
ingly satisfactory results. Thus far, 
we have worked with the canning, 
laundering, cleaning and building in- 
dustries, and in all of them we have 
been able to effect important re- 
forms.” 

Before the establishment of the 
conference method, the labor depart- 
ment had received no co-operation 
from the canners. Continual objec- 
tions were raised by the canners to 
the department’s regulation of the 
working hours for women, and child 
labor laws were also broken with the 
excuse that it could not be helped. 
The first conference with the can- 
ners was held at the beginning of the 
1929 season. Representatives of the 
labor department went over the sit- 
uation with the canners, and it was 
finally agreed to abolish child labor 
in New York canneries. This agree- 
ment was kept by the large majority 
of canners, and at the end of the sea- 
son the department’s records showed 
only a few violations, and but one 
prosecution for a second offense. 
The elimination of child labor proved 
so profitable to the canners who had 
always before pleaded that economy 
necessitated it, that at their annual 
meeting it was decided to wipe out 
child labor forever. Regulations were 
also adopted for the safeguarding of 
machinery. The State Department of 
Labor, working under the direction 
of an efficiency expert of the U. 5S. 
Department of Commerce is now at- 
tempting to eliminate the long hours 
for cannery employees by improving 
methods of work. 


HE department is also co-operat- 
ing with the construction indus- 
tries of New York State in an effort 
to prevent the disease of silicosis 
among men employed in rock drill- 
ing in foundation and tunnel work. 
At present this disease is not includ- 
ed among occupational diseases for 
which workmen’s compensation is 
paid. However, after a year of study, 
a number of devices have been in- 
vented and tested and although none 
has reached 100 per cent efficiency, 
several have given satisfactory results 
and soon a voluntary agreement of 
employers will provide for the use 
of devices to decrease, if not elimi- 
nate, silicosis. 
The conference method is one of 
Commissioner Perkins’ pet projects, 
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and it is a source of considerable sat- 
isfaction to her that it has proved to 
be such a feather in her cap. Her 
cap happens to be a tricorn felt which 
she wears summer and winter. Com- 
missioner Perkins has not lost her 
feminine charm because she happens 
to be handling a man’s job, but she 
never has kept up with millinery 
fashions. Many years ago, she dis- 
covered that a tricorn was both com- 
fortable and becoming, and she has 
worn one ever since. 

She is pleasant, quick witted and 
she has a dash and a verve that be- 
speaks enormous energy and enthusi- 
asm. Social problems have always 
had a fascination for her and after 
her graduation from Mt. Holyoke, 
and a few restless years spent in 
school teaching, she traveled to Chi- 
cago where she served her apprentice- 
ship in Hull House. Next, she acted 
as a special investigator for the 
Municipal League of Philadelphia 
and followed this with further study 
of sociology and economics at Co- 
lumbia University. With the college 
courses completed, she started to 
work for the Consumers’ League of 
New York. Her investigation of 
cellar bakeries and of other unhealthy 
workrooms added to her conviction 
that there was much work for her to 
do in the improvement of working 
conditions. Part of her job was in 
lobbying at Albany. She has always 
been a good lobbyist, because she 
knows when and how to retire grace- 
fully. In two years after the Tri- 
angle Shirt Waist Factory fire she 
put through 32 bills safeguarding the 
lives of workers. 

Her appointment as a member of 
the Industrial Board was earned by 
merit, and so was her later appoint- 
ment as the Board’s chairman. As 
chairman, Commissioner Perkins pre- 
sided over the court that settles dis- 
putes between employer and em- 
ployee. Governor Roosevelt appoint- 
ed her commissioner, two years ago, 
and she has unquestionably justified 
the appointment of a woman to a 
man’s job. Frances Perkins has al- 
ready made history in the establish- 
ment of safe and healthful working 
conditions and as Industrial Commis- 
sioner of New York State she is 
using her new authority to continue 
her good work. 

QO 


In Praise of the Postoffice 


NE hears so much captious criti- 
cism of the U.S. Postal depart- 
ment that it is pleasant to come across 
an appreciation of this service such 
as is quoted below from the Boston 
Herald. The Mr. Crossman, who 
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signs the communication, is one of 
the Board of Directors of the Twin 
Mutual companies : 

“In the issue of your paper of No- 
vember 12 an article appeared, ‘Post- 
office Courtesy.’ It referred to the 
‘service’ our postoffice department is 
rendering, and stated that ‘Such ser- 
vice has been going on for nine years 
in Chicago under one postmaster.’ 
May I add my word of praise for 
the Chicago office? Last February, 
while motoring through Palestine, I 
took some movies of the fishermen 
drawing their nets out of the Sea of 
Galilee, and a gentleman from Liver- 
pool happened to be in the picture. 
Somehow he learned my address, or 
part of it. He was anxious to get the 
film and when he reached Liverpool 
he wrote me a letter and addressed it 
to ‘Hampton Falls, Nov. 4, near Chi- 
cago.’ Postoffice Clerk No. 42 of the 
Chicago office located me and I re- 
ceived the letter in London, England. 
We all appreciate such service. 

“Howarp A, CRossMAN, 

“Hampton Falls, N. H., Nov. 13.” 

OOD 
Coming Clean 

Mrs. Corntossel—“I’ve been expectin’ a 
package of medicine for a week and haven’t 
got it yet. 

Expressman—“Yes, ma’am. Please fill 


in this paper and state the nature of your 
complaint.” 


_“Well, if you must know, it’s indiges- 
tion.”—Border Cities Star. 
Give Him an S: P. C. A. Medal 

Nitt--“Why the excitement at Wall and 
Broad streets today?” 

Witt—“Somebody dropt a dime.” — 
Judge. 

Service Plus 

Stenographer—“Your little girl wants to 
kiss you over the phone.” 

Busy Manager—‘Take the message. I'll 
get it from you later.”—New York Watch- 
man-Examiner. 


On the Sunny Side of the Grass 
“My brother is working with five thou- 
sand men under him.” 
“Where?” 
“Mowing lawns in a cemetery.”—Log. 


Knows the Patter 

“My friend,” began the man with the 
bagful of religious tracts, persuasively, 
“have you ever reflected on the shortness 
of life and the fact that death is inevit- 
able?” 

“Have 1?” replied the business man. 
“Well, I should say so. I am an insurance 
agent.”—Pathfinder. 


There’d Be Millions in It 

History Lecturer—“Can any of you tell 
me what makes the Tower of Pisa lean?” 

Corpulent Lady—“I don’t know, or I'd 
take some myself.”—Reformed Church 
Messenger. 

Turn On the Heat 

Flapper—“Don't you speak to him’ any 
more?” 

Ditto—“No! Whenever I pass him I 
give him the geological survey.” 

“Geological survey?” 

“Yes, that’s what is commonly known as 
the stony stare.’-—Kansas Sour Owl. 
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Investments 
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limited return, and they also lack the 
opportunities for growth of the com- 
mon stock, accepting, nevertheless, 
an equity risk. 

“I might add that Mr. S. E. Guild, 
who is connected with our firm, has 
done a great deal of work along this 
line, and he is shortly to publish a 
book of stock discount tables very 
similar to bond discount tables, if any 
of you should be interested. I think 
he is expecting his tables to come out 
fairly soon.” 


- oan *~— 
Minster Mutual Enters 


New Fields on 
82nd Anniversary 


“7° HE Minster Mutual Fire Insur- 
ance Company of Minster, Ohio, 
is soon to extend its business into new 
fields. Having started 82 years ago 
insuring residences only, it has grad- 
ually reached out into protection of 
business property and now is arrang- 
ing to add to its list of risks accepted. 
This company was started by 
German pioneers 82 years ago and in 
the beginning all records were kept in 
that language. The present board of 
directors are of German descent. 
L. G. Purmort is the president of 
the company. Mr. Purmort is also 
vice-president of the General Mutual 


Life Insurance Company, a new 
member of the Purmort fleet. 
DQOp> 


For the Unemployed 

The Millers’ National Benevolent 
Fund, contributed by its employees, 
has now reached a total of $220.00 
per month. To this the Board of Di- 
rectors have unanimously instructed 
the management to add a like amount 
from the Company’s funds as long as 
the emergency continues. 

ooOa 


Safety Education in 
Schools 


OTOR vehicle accidents. still 

lead the list of fatalities in the 
United States. Considerable publicity 
has been given to this subject by 
newspapers, but they have merely 
scratched the surface. Legislation 
alone will not eliminate accidents on 
our streets and highways. Laws will 
not prevent accidents. The State of 
Wisconsin has a very good automo- 
bile law which controls its traffic 
throughout the state, but still 715 
people were killed by automobiles in 
the year 1929. The death rate of 
automobile accidents per 100,000 es- 
timated population in Wisconsin was 
24.6, while the rate for the country 
as a whole was 25.4 per 100,000 popu- 
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lation. Only California, Illinois, In- 
diana, Michigan, Massachusetts, New 
Jersey, New York, Ohio, and Penn- 
sylvania had more deaths from auto- 
mobile accidents than Wisconsin. 


Of the 715 victims in Wisconsin 
103 met death in collisions between 
automobiles and railroad trains and 
street cars. Eighty-two persons were 
killed in collisions with railroad trains 
and 21 suffered death through colli- 
sions with street cars. 


The situation is practically the same 
in every state in the Union the varia- 
tions depending upon the population. 
It will require the combined effort of 
the driver and pedestrian and the 
child to prevent this needless eco- 
nomtc waste. Education of all con- 
cerned should be our first step. In 
this should be taught the responsi- 
bility that rests upon all operators of 
motor vehicles. 


Sony 


EALIZING the need of safety 

education in the schools on this 
important subject, the Employers’ 
Mutual Liability Insurance Company 
of Wausau, Wisconsin, prepared a 
course of ten lessons in public safety 
for the graded schools. Ten subjects 
or hazards were selected commonly 
known as causes contributing to acci- 
dents. 


The ten lessons consist of short, 
simple instructions which are read to 
the class by the teacher. Following 
the reading of each lesson, a set of 
questions has been prepared for each 
lesson which is directed to the class. 
In doing this, discussion is aroused 
and each child’s mind is active on this 
important subject. With each lesson 
a large highly colored bulletin, 19x24 
inches, depicting the’ accident, is 
posted in the classroom. This makes 
ten lessons and ten bulletins to com- 
plete the course for the school year. 


Educators throughout the entire 
Middle West have highly endorsed 
this system. The Employers’ Mutual 
Liability Insurance Company has 
willingly contributed this course to 
all schools—both public and _ pa- 
rochial—free of charge to the School 
Board in the following cities: Apple- 
ton, Eau Claire, Madison, Wausau, 
Marathon County, Lincoln County, 
Wisconsin; Duluth, Minneapolis, St. 
Paul, South St. Paul, Minnesota. In 
each case the Board of Education 
through the superintendent of schools 
was interviewed and the course thor- 
oughly explained to them. In the 
schools mentioned 4,668 classrooms 
are using the booklets and bulletins 





and lessons, which are distributed to 
the teachers and taught to approxi- 
mately 160,000 school children. 


owoo> 


HE Company hopes through the 

criticism and experience of the 
school teachers handling this work 
this winter or school year to improve 
the edition considerably so that it can 
be issued to all schools desiring the 
service. It is the responsibility of the 
communities to protect its school 
children, and “Employers’ Mutual” 
has offered this service to the School 
Boards to help in teaching accident 
prevention to the children. 


Accident prevention should be 
made a part of the school curriculum 
to educate children in this important 
work. They should not be allowed to 
take their place in industry full of 
vim and vigor without a thorough 
knowledge of their responsibility to- 
wards their fellowmen from this 
standpoint. Industry should not be 
obliged to assume the full responsi- 
bility as it has in the past in educating 
workmen but should help through its 
school systems to prepare the coming 
generation in this work. It is more 
important to save the life of a boy 
than the life of a nation, and with 
that thought in mind all operators of 
automobiles should co-operate with 
the school systems in preventing acci- 
dents to school children. 


STS 


Mill Owners’ Mutual Fire 
Insurance Co., of Des 
Moines Appointment 


NNOUNCEMENT is made of 

the appointment of Mr. I. E. 
Sams, special hazard inspector and 
fieldman for Eastern lowa, as the gen- 
eral manager of the Canadian Office 
of the Mill Owners’ Mutual Fire In- 
surance Co., of Des Moines, at Ham- 
ilton, Ontario. His appointment is to 
fill the vacancy made when Mr. Nor- 
man Jones, the former manager who 
passed away late this summer. 


SS 


With Kind Words from the Editors 

Scribbler—“Give to the world the best 
you have and the best will come back to 
you.” 

Scratcher—“Yes, that’s the way it’s been 
with every poem I’ve written so far.’ 


—Pathfinder. 


O. K. by Her 


“Did you know, dear, that tunnel we 
just passed through was two miles long 
and cost $12,000,000?” said the young man 
to his sweetheart. 

“Oh, really, did it?” she replied, as she 
started to rearrange her disheveled hair. 
“Well, it was worth it, wasn’t it?’—Bos- 
ton Transscript. 
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‘Carelessness and Failure are Twins” 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 


OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


Offices From the Atlantic to the Pacific 


=” Gale & Stone, Boston Justin Peters, Philadelphia “= 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 
James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Insurance Agency, Indianapolis. 
j The Martin General Agency, Seattle, Denver, San Francisco, 
=~ Los Angeles, Vancouver, Portland, Spokane. - 
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“Better Insurance Service for Less Money”’ 


Over 60,000 policyholders carry Hardware Mutual Casualty Company Insurance 
because of low net cost, efficient management, and nation-wide claim service. 
LINES OF INSURANCE 


Automobile, Automobile Dealers Liability, Burglary, General Liability, Personal 
Accident, Plate Glass, Workmen’s Compensation 





Home Office Building 
HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 


Branch Offices 


Appleton, Wis. Dallas, Tex Madison, Wis. Stevens Point, Wis. 
Atlanta, Ga. Duluth, Minn. Milwaukee, Wis. St. Paul, Minn. 
Boston, Mass. Fond du Lac, Wis. Minneapolis, Minn. San Francisco, Cal. 
Chicago, Ill. Indianapolis, Ind. Newark, N. J. Winnipeg, Canada 


Los Angeles, Cal. Portland, Ore. 
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TWIN MUTUALS 


GENERAL FIRE 
AUTOMOBILE FIRE 

THEFT AND COLLISION 
GENERAL LIABILITY 
AUTOMOBILE LIABILITY 
WORKMEN’S COMPENSATION 


CONTAINS NEWS AND TIMELY 
ARTICLES ON TOPICS OF 
LIVE INTEREST TO THE 
INSURANCE WORLD 
EVERYWHERE 








Subscriptions $2.50 Per Year 





Address: 


180 No. Michigan Ave., Chicago, Ill. 























Twin Mutual Fire Ins. Co. 
Twin Mutual Liability Ins. Co. 


A. SHIRLEY LADD, Secretary 
211 Congress Street, Boston, Mass. 


Twin Mutuals Have Always Paid Dividends 

















FEDERAL STRENGTH FEDERAL SERVICE 


NINETEEN DEPARTMENTS 
December 31, 1929 APPLETON, WIS. MADISON, WIS. 
ATLANTA, GA. MILWAUKEE, WIS. 
BOSTON, MASS. MINNEAPOLIS, MINN. 
$1 3,080, 172.34 CHICAGO, ILL. NEWARK, N. J. 
DALLAS, TEXAS OWATONNA, MINN. 
8 DULUTH, MINN. PORTLAND, OREGON 
2.904. FOND DU LAC, WIS. SAN FRANCISCO, CALIF. 
POEs INDIANAPOLIS, IND. ST. PAUL, MINN. 
LOS ANGELES, CALIF STEVENS POINT, WIS. 


5,137,267.50 "WINNIPEG, CANADA 


FEDERAL SAVINGS 
$31,209,88213 


Returned to policyholders since organization. 
Year after year without fail the FEDERAL 
has provided Sound Protection at a saving. 


=~ 30 years F¥ Service 
Yo American Business 





ederal Hardware & Implement Mutuals }j 


Retail Hardw are Mutual Fire Ins.Co. 


INNEAPOL!IS MINNE SOT, 


Hardware haabees Mutual fire Ins.Co. 


OF STEVENS POINT,.WISCONSIN 


Minnesota Implement Mutual Fire Ins.Co. 


F OWATONNA MINNESOTA 
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INDUSTRIAL LEADERS 
ARE CHOOSING “L-M-C’ PROTECTION 


oT HROUGHOUT the nation large industrial cor- 
porations of every class are turning to “L-M-C” 
for Casualty insurance. Executives of these 
concerns are thus demonstrating their recognization of 
the soundness of mutual principles and the advantages 
of the closer relationship that exists between mutual 
policyholders and their company, as reflected in the 
superior service rendered and the cost reducing annual 
dividend which “L-M-C” assureds have enjoyed without 
interruption for eighteen consecutive years. 


To these representative leaders of the nation’s business 
and to its other policyholders—over 200,000 in all— 
“L-M-C” is providing coverage in all the major cas- 
ualty lines, including Automobile, Personal Accident, 
Burglary, Compensation, Liability and Plate Glass in- 
surance, at substantial savings which on Automobile 
insurance have never been less than 25% of the annual 
premium. 


LUMBERMENS MUTUAL CASUALTY COMPANY 


James S. Kemper, President 


MUTUAL INSURANCE BUILDING CHICAGO, U. S. A. 


Associate Companies under “L-M-C” Management 


AMERICAN MOTORISTS INSURANCE COMPANY 





FEDERAL MUTUAL LIABILITY 
INSURANCE COMPANY 


DO 403 








